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TRAUGER & TUKE
ATTORNEYS AT LAW
THE SOUTHERN TURF BUILDING
222 FOURTH AVENUE NORTH
NASHVILLE, TENNESSEE 37219-2117
TELEPHONE (615) 256-8585
TELECOPIER (615) 256-7444

January 14, 2015

VIA HAND DELIVERY

Ms. Melanie Hill

Executive Director

Health Services & Development Agency
502 Deaderick Street, Ninth Floor
Nashville, Tennessee 37243

RE: Advanced Diagnostic Imaging, P.C. d/b/a
Southern Sports Medicine Institute
Certificate of Need Application

Dear Ms. Hill:

Enclosed for filing please find the original and four (4) copies of the above-referenced
certificate of need application on behalf of my client Advanced Diagnostic Imaging, P.C. d/b/a
Southern Sports Medicine Institute. Also enclosed is a check for the filing fee in amount of
$3,000. Please date stamp one (1) copy of the certificate of need application and return it to me.

Thank you for your assistance.
Very truly yours,

//"%

Bgron R. Trauger

BRT:kmn
Enclosures

cc: Thomas L. Gautsch, M.D. (via email)
Ryan D. Brown, Esq. (via email)



ALUTHORIZED SIGNATURE

INSTITUTE, PLLC

SOUTHERN SPORTS MEDICINE

o

0L-40/ LL8088




Name of Facility, Agency, or Institution

Advanced Diagnostic Imaging, P.C. d/b/a
Southern Sports Medicine Institute

Name
570 Hartsville Pike Sumnet
Street or Route County
Gallatin TN 37066
City State Zip Code

Contact Person Available for Responses to Questions

Bytron R Trauger Esq.
Name Title
Trauger and Tuke btrauger@tntlaw.net
Company Name Email address
222 Fourth Avenue North Nashville TN 37219
Street or Route City State Zip Code
Attorney (615) 256-8585 615-256-7444
Association with Owner Phone Number Fax Number

Owner of the Facility, Agency or Institution

Advanced Diagnostic Imaging, P.C. d/b/a Advanced Health Partnets

d/b/a Southern Sports Medicine Institute 615-452-3320
Name Phone Number
570 Hartsville Pike Sumner
Street or Route County

Gallatin TN 37066
City State Zip Code

Type of Ownership of Control (Check One)

Sole Proprietorship

_ Government (State of TN or
Partnership

At . Political Subdivision)
imited Farinership —_— Joint Venture
Corporation (For Profit) XX Limited Liability Company
Corporation (Not-for-Profit) " Other (Specify)

moom»
_I® m




3. Owner of the Facility, Agency or Institution

Response: The applicant, Advanced Diagnostic Imaging, P.C. (“ADI”) is a Tennessee
professional corporation that employs many physicians around the Middle Tennessee
area; it is regarded as a “group practice” under Stark regulations. Advanced Health
Partners is a registered assumed name that ADI uses to refer to its medical practice as a
whole at all locations, and therefore also listed in the published LOI When physicians
join ADI, they practice at their practice location where they historically have practiced
and typically use their prior practice name as a d/b/a. This CON application anticipates
Dr. Gautsch joining the Southern Spotts Medicine Institute to ADI, with the desire to
continue already approved and existing MRI setvices at that practice location. When Dr.
Gautsch joins ADI, he will continue to practice at his Gallatin location, and as patt of
ADI will use Southern Sports Medicine Institute as a d/b/a of ADI when referting to his
practice location. Once joined, and with approval of this CON application, the name
“Southern Sports Medicine Institute” will be registered with the TN Sectetary of State as
an additional assumed name of ADI, the new CON ownet, putsuant to the provisions
the Tennessee Business Corporation Act, and with the consent and release by Dr.
Gautsch, the current registered agent/user.

4. Type of Ownership Control

Response: Advanced Diagnostic Imaging, P.C. is a Tennessee professional corporation.
It is 100% owned by TN licensed physicians, none of whom own a 5% of greater
ownership interest. No healthcare institutions own an ownership interest in Advanced
Diagnostic Imaging.



Name of Management/Operating Entity (If Applicable)

N/A
Name
Street or Route County
City State Zip Code

PUT ALL ATTACHMENTS AT THE END OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Legal Interest in the Site of the Institution (Check One)

A.  Ownership D. Option to Lease
B. Option to Purchase E. Other (Specify)
C. Leaseof 5 Years

=

PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS.

Type of Institution (Check as appropriate--more than one response may apply)

A.  Hospital (Specify) Nursing Home

l.
B. Ambulatory Surgical Treatment J.  Outpatient Diagnostic Center
Center (ASTC), Multi-Specialty K. Recuperation Center
C. ASTC, Single Specialty L. Rehabilitation Facility
D. Home Health Agency M. Residential Hospice
E. Hospice N. Non-Residential Methadone
F. Mental Health Hospital Facility
G. Mental Health Residential O. Birthing Center
Treatment Facility P. Other Outpatient Facility
H. Mental Retardation Institutional (Specify)
Habilitation Facility (ICF/MR) Q. Other (Specify) Physician group XX

Purpose of Review (Check) as appropriate--more than one response may apply)

A. New Institution G. Change in Bed Complement

B. Replacement/Existing Facility [Please note the type of change

C. Modification/Existing Facility by underlining the appropriate

D. Initiation of Health Care response: Increase, Decrease,
Service as defined in TCA § Designation, Distribution,
68-11-1607(4) Conversion, Relocation]
(Specify) MRI XX H. Change of Location

E. Discontinuance of OB Services I

F.  Acquisition of Equipment Conlinue existing

Other (Specify) —x—
2




Bed Complement Data
Please indicate current and proposed distribution and certification of facility beds.

TOTAL
Beds at
Completion

Beds
Proposed

Staffed
Beds

Current Beds
Licensed *CON
Medical N/A
Surgical
Long-Term Care Hospital
Obstetrical
ICU/CCU
Neaonatal
Pediatric
Adult Psychiatric
Geriatric Psychiatric
Child/Adolescent Psychiatric
Rehabilitation
Nursing Facility (non-Medicaid Certified)
Nursing Facility Level 1 (Medicaid only)
Nursing Facility Level 2 (Medicare only)

Nursing Facility Level 2
(dually certified Medicaid/Medicare)

ICF/MR
Adult Chemical Dependency

Child and Adolescent Chemical
Dependency

OCZETrXec-~ITOMMOOW>»

A OT

»

Swing Beds
Mental Health Residential Treatment
U. Residential Hospice

TOTAL
*CON-Beds approved but not yet in service

-

10.

Medicare Provider Number

3372986 (ADI)

Certification Type

Private Physician's Group Practice

1.

Medicaid Provider Number

3372986 (ADI)

Certification Type

Private Physician's Group Practice

12.

If this is a new facility, will certification be sought for Medicare and/or Medicaid? IM

13.

Identify all TennCare Managed Care Organizations/Behavioral Health Organizations
(MCOs/BHOs) operating in the proposed service area. Will this project involve the
treatment of TennCare participants? YES  If the response to this item is yes, please
identify all MCOs/BHOs with which the applicant has contracted or plans to contract.




Response: Currently, Southern Sports Medicine Institute contracts with United Healthcare
Community Plan (Americhoice). ADI contracts/participates in all TennCare MCOs operational
in the service area as of January 1, 2015, on an in-network basis. These include Amerigroup,
United Healthcare Community Plan (Americhoice), TennCate Select, and BlueCare. With the
granting of this CON, and the joining of SSMI to ADI, SSMI too will be in-network in these
additional TennCare MCOs under ADI's existing contracts, and enrollees will gain expanded in-
network access to these MRI services. With the granting of this CON application, the 37
radiologists employed by ADI will now read the MRI images. As employees of ADI, they also
are all in-network with all of these MCOs.

SECTION B: PROJECT DESCRIPTION

I. Provide a brief executive summary of the project not to exceed two pages. Topics to be
included in the executive summary are a brief description of proposed services and
equipment, ownership structure, service area, need, existing resources, project cost,
funding, financial feasibility and staffing.

Response:

Patients who seek care at Southern Sports Medicine Institute, virtually always come to see us
because they are in pain and/or have limited mobility and function due to new or chronic joint
injury. SSMI specializes in the care of orthopedic and sports injuries. Often the use of MRI
technology greatly facilitates the determination of a diagnosis and formulation of a treatment plan

for the patients we see.

In 2001, CON #CNO0110 — 088A was granted to Thomas L. Gautsch, M.D., PC "...in the office of,
and in conjunction with the practice of Southern Sports Medicine Institute . . . Limited to
orthopedic extremity MRI" to obtain the first office based, open scanner of its kind in Middle
Tennessee. Since then, we have been able to offer our patients the benefits, ease and convenience
of medically necessary MRI scans in a fully open scanner, right in our office, often on the same day
as their initial visit with our Doctors.

Now, in concert with evolving changes in healthcare, Southern Sports Medicine Institute is

formally joining with other physicians as patt of the multi-specialty physician group Advanced
Health Partners. Outwardly, neither the d/b/a name SSMI nor the practice will change significantly.
Southern Sports Medicine patients will continue to be seen and treated in the same way, in the

same office. They will continue to have their Doctor visits, X-rays, Physical Therapy, and MRI
scans here as they always have. However, joining SSMI into AHP (ADI) and its larger range of
contracts will allow a broader scope of patients within out service atea to be seen at Southern
Sports Medicine Institute within their insurer's network. With this action, patients in new exchange
plans, additional commercial plans, and additional TennCare MCOs contracted with AHP/ADI
will now be able to access SSMI (and this scanner) within their network.

We will continue doing business as Southern Sports Medicine Institute. Advanced Health Partners,
the ADI physician group practice, will become the billing provider for all of our services.

This new "orthopedic extremity MRI" CON application is being made after seeking the opinion of
HSDA's General Counsel as to whether the existing MRT CON would suffice for MRI services to
continue after the joining of SSMI into AHP/ADI. Based on his opinion, we seek HSDA approval
with this new CON application in ADI's name to replace the original. While the Physician practice
and its in-office MRI scanner and services won’t change, the named contracting and billing entity



will. Since this existing MRI scanner’s CON was issued to a “professional practice” rather than a
“healthcare institution”, and therefore not issued a license for the MRI separate from the CON,
current TN rules require a new CON in the name of Advanced Diagnostic Imaging, PC d/b/a
Advanced Healthcare Partners, for SSMI to continue to provide these existing MRI scanning
services after Dr. Gautsch (SSMI) joins them.

The project already is operating well, with stable staffing, covering all of its expenses, and has paid
off all its debt. The existing scanner is in excellent condition, well maintained, the first
independently certified scanner in Sumner County (The Intersocietal Commission for the
Accreditation of Magnetic Resonance Laboratoties -- ICAMRL), and is expected to continue to
function for years to come. It is also the only open scanner in Sumner County and is tremendously
convenient for patients.

At the time of the original CON's granting, there wete two physicians in the SSMI practice,
including Dr. Gautsch. Plans to add additional providets over time, who would also utilize the
MRI services, were explicitly described in that approved application. In the ensuing 14 years, 8
additional physician or non-physician providers have, at vatious times, worked with the group and
utilized this scanner. As of this application, besides Dt. Gautsch there is one additional AHP
physician provider, also an Orthopedic Surgeon and one non-physician provider who works with
him, expected to order extremity MRI scans with this scanner. Thete are plans to add at least one
additional provider to the SSMI practice to replace one who has recently moved. There ate
currently no other AHP/ADI physician practices based in Sumner County.

SSMI MRI scans have always been read by board certified Radiologists specializing in
musculoskeletal MR, utilizing the latest in secure, HIPAA compliant, industry-standard tele-
radiology. AHP/ADI employs a number of board certified tadiologists who will now read the
studies utilizing similar methods -- as they do for a number of other scanning facilities around
Tennessee.

Il. Provide a detailed narrative of the project by addressing the following items as they relate to the
proposal.

A. Describe the construction, modification and/or renovation of the facility (exclusive of major
medical equipment covered by T.C.A. §68-11-1601 et seq.) including square footage, major
operational areas, room configuration, etc. Applicants with hospital projects (construction cost
in excess of $5 million) and other facility projects (construction cost in excess of $2 million)
should complete the Square Footage and Cost per Square Footage Chart. Utilizing the
attached Chart, applicants with hospital projects should complete Parts A.-E. by identifying as
applicable nursing units, ancillary areas, and support areas affected by this project. Provide
the location of the unit/service within the existing facility along with current square footage,
where, if any, the unit/service will relocate temporarily during construction and renovation, and
then the location of the unit/service with proposed square footage. The total cost per square
foot should provide a breakout between new construction and renovation cost per square foot.
Other facility projects need only complete Parts B.-E. Please also discuss and justify the cost
per square foot for this project.

If the project involves none of the above, describe the development of the proposal.
Response: The project involves none of the above.

Dr. Gautsch’s practice, Southern Sports Medicine Institute is coming into the physician



practices of ADI who will now be the named provider of the services including the MRI scans.
Of necessity, this application seeks a new CON to name ADI as the entity who will now
contract and bill for the MRI services as provided, in conjunction with this practice, utilizing
this same open bore 0.2 Tesla GE Lunar E-Scan MRI, at this same location, setving the same
patient population from the same setvice area. No construction, modificaton, relocation or
renovation of the facility is sought.

The scanner and its support equipment currently occupy approximately 308 ft.2 in the offices of
Southern Sports Medicine Institute in Gallatin. Additionally, 7.2% udlization of the office's
approximately 850 ft.” of waiting area and bathrooms, ot 61 ft.2 are attributed to the scanner’s
patients on the basis of (720 annual scans) /(10,000 total office visits) at the location.

This MRI scanner is an integral patt of the physician practice. SSMI occupies the entitety of a
an approximately 6,400 ft.?, commercially zoned, freestanding brick doctot's office building,
originally built in about 1960, and subsequently remodeled several times. All clinical space,
including the MRI scanner, is located on the ground level. Patients of the practice, often
undergo MRI scanning as an integral part of their visit, which may also include plain
radiographs in the X-Ray room, physician consultation before and/or after scanning in one of
the 7 patient examination rooms, ot physical therapy in the PT treatment areas. The MRI
scanner 1s installed with its equipment in a dedicated space that exceeds manufacturer
specifications, as illustrated in the attached floor plans and manufacturer’s installation
illustration. The practice’s waiting room, 5 bathrooms, private examination rooms and
physician office are all available to meet the needs of patients, including those who may also be
undergoing MRI scanning that day, as well as the physician(s) and staff attending them.

Studies will continue to all be read by Board Certified radiologists. The hours of scan
scheduling have typically been on the hour, 9AM to 4 PM, two days, and 9AM to 12noon one
day per week. Other days or extended evening and/or weekend hours have occasionally been
made available as physician and patient needs have required.

B. Identify the number and type of beds increased, decreased, converted, relocated,
designated, and/or redistributed by this application. Describe the reasons for change in bed
allocations and describe the impact the bed change will have on the existing services.

Response: N/A
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As the applicant, describe your need to provide the following health care services (if
applicable to this application):

. Adult Psychiatric Services

. Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
. Birthing Center

. Burn Units

. Cardiac Catheterization Services

. Child and Adolescent Psychiatric Services
. Extracorporeal Lithotripsy

. Home Health Services

. Hospice Services

10. Residential Hospice

11. ICF/MR Services

12. Long-term Care Services

13. Magnetic Resonance Imaging (MRI)

14. Mental Health Residential Treatment

15. Neonatal Intensive Care Unit

16. Non-Residential Methadone Treatment Centers
17. Open Heart Surgery

18. Positron Emission Tomography

19. Radiation Therapy/Linear Accelerator
20. Rehabilitation Services

21. Swing Beds

CONIURNWN=

Response: These existing MRI scanner services have proven to be a great convenience for the
patients of this group, some of whom seek these specific physicians from a significant distance,
and who are very often able to have MRI scanning as part of the same office visit and wotk-up.

Describe the need to change location or replace an existing facility.

Response: N/A. There is no need to change location nor replace the
existing facility (or setvices).

Describe the acquisition of any item of major medical equipment (as defined by the
Agency Rules and the Statute) which exceeds a cost of $1.5 million; and/or is a magnetic
resonance imaging (MRI) scanner, positron emission tomography (PET) scanner,
extracorporeal lithotripter and/or linear accelerator by responding to the following:

1. For fixed-site major medical equipment (not replacing existing equipment):
a. Describe the new equipment, including:
1. Total cost ;(As defined by Agency Rule).
2. Expected useful life;
3. List of clinical applications to be provided; and
4. Documentation of FDA approval.

Response:
7. No new or major medical equipment will be acquired. Dt. Thomas Gautsch will
continue to own the scanner, whose original cost was less than $500,000 new and has
already been fully paid off and depreciated. He will lease it and the space it occupies to
his group. Please see attached executed lease between ADI and Dr. Gautsch, and the
original purchase agreement documenting his ownership as an attachment under C,
Economic Feasibility Item 8. The current estimated Fair Market Value of the



equipment is: §100,000

This GE Lunar E-Scan MRI was built in 2004 by Esaote in Italy utilizing a precision
permanent magnet and standard, replaceable/upgradeable PC computet equipment
with a Microsoft Windows based software platform. Unlike superconducting magnets,
with proprietary computer workstations, this scanner has less complex systems and
fewer parts to wear out or replace. Most of the components and electronics are
modular and can be, and occasionally have been replaced as necessary, including coils
and a replacement RF unit, with software upgrades installed as available.

The scanner's original cost was well below the threshold definition of "Major Medical
Equipment", cutrently set at $2,000,000, with the attendant more stringent
requirements. When replacement is indicated, new units of similar function are even
less expensive now and still would not represent the acquisition ot replacement of
“Major Medical Equipment” per TCA 68-11-1607()(6).

Although this application merely seeks to continue existing MRI services with the same
existing scanner, location, staff and set-up, for the purposes of calculating this
application’s Total Project Costs, an allowance of $500,000 is accounted, although it
may not actually be required for a number of years, nor likely cost that much. An
additional future Projected Data year "**", reflecting a year when the scanner has been
replaced, is provided following Section C, Item 4, Projected Data Chart.

This scanner has been maintained by the same technicians from the time of its
installation, originally under a setvice contract and subsequently for regular
maintenance and as-needed for repair. Over the previous several years that has
averaged $2,664 per year, which is included in the Project Data Chart D 9 Other
Expenses. ADI also plans to maintain the equipment similatly, as it does typically for
all of its equipment, paying for repairs and regular servicing when and as needed.

2. As a practice based specialty unit, this particalar MRI has been well cared for and
relatively gently used, with still fewer than 7000 total scans since its installation in 2004.
Every indication is that the scanner will continue to function well for many years to
come. All regularly performed tests remain well within notmal operating parameters.

3. The primary CPT codes ordered for this unit have been:
73221 MRI upper extremity, any joint w/o contrast
73721 MRI lower exttemity, any joint w/o contrast

Other codes which occasionally may be used include:
73218 MRI upper extremity, other than joint w/o contrast
73220 MRI upper extremity, other than joint with and w/o contrast
73223 MRI upper extremity, any joint with and w/o contrast
73718 MRI lower extremity, other than joint w/o contrast
73720 MRI lower extremity, other than joint with and w/o contrast
73723 MRI lower extremity, any joint with and w/o contrast

MRI scans are both reviewed by Board Certified Orthopedic surgeons with many years
of experience interpreting these scans, and also formally read by Board Certified
Musculoskeletal Radiologists. Images are immediately sent via HIPAA compliant
industry standard secure protocols directly from the unit to the Radiologist for

10



interpretation. The reports are then made available to the referring physician via secure
login to their hosting site. After joining ADI, scans will be read by Board Certified
Radiologists of ADI following similar secure and HIPAA compliant protocols.

4. Please see below results of FDA Medical Devices database query documenting FDA

approval.
http://www.accessdata.fda.

© of Heafth & Human Sereices

ov/scripts/cdrh/cfdocs/cfpmn/ pmn.cfm?ID=K020164

U.S. Food and Drug Administration

Protecting and Promaoting Your Health
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o L
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b. Provide current and proposed schedules of operations.

Response: The hours of scan scheduling have typically been on the hout, between 9AM to 4
PM, two days, and 9AM to 12 noon one day per week (17 hours/week). Other days or
extended evening and/or weekend houts have occasionally been made available as physician
and patient needs have required, particularly during Football Season. This is not expected to
change.

2. For mobile major medical equipment:
a. List all sites that will be served;
b. Provide current and/or proposed schedule of operations;
¢. Provide the lease or contract cost.
d. Provide the fair market value of the equipment; and
e. List the owner for the equipment.

Response: N/A

11



3. Indicate applicant’s legal interest in equipment (i.e., purchase, lease, etc.) In the case of
equipment purchase include a quote and/or proposal from an equipment vendor, or in the case of an
equipment lease provide a draft lease or contract that at least includes the term of the lease and the
anticipated lease payments.

Response: The Scanner and its space will be leased. See attached executed lease.

. (A) Attach a copy of the plot plan of the site on an 8 1/2” x 11” sheet of white paper which
must include:
1. Size of site (in acres);
2. Location of structure on the site; and
3. Location of the proposed construction.
4. Names of streets, roads or highway that cross or border the site.
Please note that the drawings do not need to be drawn to scale. Plot plans are
required for all projects.

Response: See the attached plot plan.

(B) 1. Describe the relationship of the site to public transportation routes, if any, and to any
highway or major road developments in the area. Describe the accessibility of the proposed
site to patients/clients.

Response: Gallatin does not have public transportation. The office is located in an
established and fully developed area, on one of the main thoroughfares in Gallatin, at ground
level, with immediately adjacent parking, neat a number of other medical offices and the local
Hospital

IV. Attach a floor plan drawing for the facility which includes legible labeling of patient care rooms
(noting private or semi-private), ancillary areas, equipment areas, etc. on an 8 1/2” x 11” sheet of
white paper.

NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be submitted and need not be
drawn to scale.

Response: See the attached floor plans.

V. For a Home Health Agency or Hospice, identify:
1. Existing service area by County;
2. Proposed service area by County;
3. A parent or primary service provider;
4. Existing branches; and
5. Proposed branches.

Response: N/A

SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of Need shall be
12



granted unless the action proposed in the application for such Certificate is necessary to

provide needed health care in the area to be served, can be economically accomplished and
maintained, and will contribute to the orderly development of health care.” The three (3) criteria are
further defined in Agency Rule 0720-4-.01. Further standards for guidance are provided in the state
health plan (Guidelines for Growth), developed pursuant to Tennessee Code Annotated §68-11-

1625.

The following questions are listed according to the three (3) criteria: (I} Need, (/) Economic
Feasibility, and (lll) Contribution to the Orderly Development of Health Care. Please respond to each
question and provide underlying assumptions, data sources, and methodologies when appropriate.
Please type each question and its response on an 8 1/2” x 11” white paper. All exhibits and tables
must be attached to the end of the application in correct sequence identifying the question(s) to
which they refer. If a question does not apply to your project, indicate “Not Applicable (NA).”

QUESTIONS
NEED

1. Describe the relationship of this proposal toward the implementation of the State Health Plan and
Tennessee’s Health: Guidelines for Growth.

Magnetic Resonance Imaging (Updated Standards and Criteria)
1. Ulilization Standards for non-Specialty MRI Units.
a. An applicant proposing a new non-Specialty stationary MRI unit should project a
minimum of at least 2160 MRI procedures in the first year of service, building to a
minimum of 2520 procedures per year by the second year of service, and building to
a minimum of 2800 procedures per year by the third year of service and for every
year thereafter.

Response: Does not apply. This is an existing Specialty MRI.

b. Providers proposing a new non-Specialty mobile MRI unit should project a minimum
of at least 360 mobile MRI procedures in the first year of service per day of operation
per week, building to an annual minimum of 420 procedures per day of operation per
week by the second year of service, and building to a minimum of 480 procedures per
day of operation per week by the third year of service and for every year thereafter.

Response: Does not apply. This is an existing Specialty MRL.

c. An exception to the standard number of procedures may occur as new or improved
technology and equipment or new diagnostic applications for MR! units are developed.
An applicant must demonstrate that the proposed unit offers a unique and necessary
technology for the provision of health care services in the Service Area.

Response: Does not apply. This is an existing Specialty MRI.

d. Mobile MRI units shall not be subject to the need standard in paragraph 1b if fewer
than 150 days of service per year are provided at a given location. However, the
applicant must demonstrate that existing services in the applicant’s geographical area
are not adequate and/or that there are special circumstances that require these
additional services.

12



Response: Does not apply. This is an existing Specialty MRI.

2. Access fo MRI Units. All applicants for any proposed new MRI Unit should document that
the proposed location is accessible to approximately 75% of the service area’s population.
Applications that include non-Tennessee counties in their proposed service areas should
provide evidence of the number of existing MRI units that service the non-Tennessee
counties and the impact on MRI unit utilization in the non-Tennessee counties, including the
specific location of those units located in the non-Tennessee counties, their utilization rates,
and their capacity (if that data are available).

Response: Does not apply. This is an existing Specialty MRI. However, this location
is accessible by all of the setvice area’s population.

3. Economic Efficiencies. All applicants for any proposed new MRI Unit should document that
alternate shared services and lower cost technology applications have been investigated and
found less advantageous in terms of accessibility, availability, continuity, cost, and quality of
care.

Response: Does not apply. This is an existing Specialty MRI. As such however, it
represents one of the more cost efficient MRI technologies with its capabilities. It also is
the only open scanner in Sumner County, and its availability to patients within the
practice where they are already being cared for, provides the highest possible level of
direct access to MRI scanning for our patients, as well as the highest degree of care
continuity for them.

4. Need Standard for non-Specialty MRI Units.
A need likely exists for one additional non-Specialty MRI unit in a Service Area when the
combined average utilization of existing MRI service providers is at or above 80% of the total
capacity of 3600 procedures, or 2880 procedures, during the most recent twelve-month
period reflected in the provider medical equipment report maintained by the HSDA. The total
capacity per MRI unit is based upon the following formula:
Stationary MRI Units: 1.20 procedures per hour x twelve hours per day x 6 days per week x
50 weeks per year = 3,600 procedures per year

Response: Does not apply. This is an existing Specialty MRI.

Mobile MRI Units: Twelve (12) procedures per day x days per week in operation x 50 weeks
per year. For each day of operation per week, the optimal efficiency is 480 procedures per
year, or 80 percent of the total capacity of 600 procedures per year.

Response: Does not apply. This is a fixed, existing Specialty MRI.

5. Need Standards for Specialty MRI Units.
a. Dedicated fixed or mobile Breast MRI Unit. An applicant proposing to acquire a
dedicated fixed or mobile breast MRI unit shall demonstrate that annual utilization of

the proposed MRI unit in the third year of operation is projected fo be at least 1,600

MRI procedures (.80 times the fotal capacity of 1 procedure per hour times 40 hours

per week times 50 weeks per year), and that:

1. It has an existing and ongoing working relationship with a breast-imaging
radiologist or radiology proactive group that has experience interpreting breast
images provided by mammography, ultrasound, and MRI unit equipment, and that
is trained to interpret images produced by an MRI unit configured exclusively for
mammographic studies;
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2. Its existing mammography equipment, breast ultrasound equipment, and the
proposed dedicated breast MRI unit is in compliance with the federal
Mammography Quality Standards Act;

3. Itis part of an existing healthcare system that provides comprehensive cancer
care, including radiation oncology, medical oncology, surgical oncology and an
established breast cancer treatment program that is based in the proposed
service area.

4. It has an existing relationship with an established collaborative team for the
treatment of breast cancer that includes radiologists, pathologists, radiation
oncologists, hematologist/oncologists, surgeons, obstetricians/gynecologists, and
primary care providers.

Response: Does not apply. This is an existing Extremity MR

b. Dedicated fixed or mobile Extremity MRI Unit. An applicant proposing to institute a
Dedicated fixed or mobile Extremity MRI Unit shall provide documentation of the total
capacity of the proposed MRI Unit based on the number of days of operation each
week, the number of days to be operated each year, the number of hours to be
operated each day, and the average number of MRI procedures the unit is capable of
performing each hour. The applicant shall then demonstrate that annual utilization of
the proposed MRI Unit in the third year of operation is reasonably projected to be at
least 80 per cent of the total capacity.

Response: This existing, fixed Extremity MRI Unit is typically available for a
total of 17 hours per week, divided into two and a half days per week. It operates
fifty weeks out of the year, for a total of 850 operating hours pet year. A typical
scan, including patient interview, preparation, positioning, scanning and
debriefing, takes approximately 1 hout, thus scans are scheduled at one-hour
intervals. At 720 scans per year, the scanner is already performing at
approximately 85% capacity, by these critetia.

c. Dedicated fixed or mobile Multi-position MRI Unit. An applicant proposing to institute
a Dedicated fixed or mobile Multi-position MRI Unit shall provide documentation of
the total capacity of the proposed MRI Unit based on the number of days of operation
each week, the number of days to be operated each year, the number of hours to be
operated each day, and the average number of MRI procedures the unit is capable of
performing each hour. The applicant shall then demonstrate that annual utilization of
the proposed MRI Unit in the third year of operation is reasonably projected to be at
least 80 per cent of the total capacity.

Response: Does not apply. This is an existing fixed Extremity MRI.

6. Separate Inventories for Specialty MRI Units and non-Specialty MRI Units. Breast,
Extremity, and Multi-position MRI Units shall not be counted in the inventory of non-Specialty
fixed or mobile MRI Units, and an inventory for each category of Specialty MRI Unit shall be
counted and maintained separately. None of the Specialty MRI Units may be replaced with
non-Specialty MRI fixed or mobile MRI Units and a Certificate of Need granted for any of
these Specialty MRI Units shall have included on its face a statement to that effect. A non-
Specialty fixed or mobile MRI Unit for which a CON is granted for Specialty MRI Unit purpose
use-only shall be counted in the specific Specialty MRI Unit inventory and shall also have
stated on the face of its Certificate of Need that it may not be used for non-Specialty MRI
purposes.
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Response: Separate inventories are accounted, and the CON will continue to
include these limitations.

7. Patient Safety and Quality of Care. The applicant shall provide evidence that any proposed
MRI Unit is safe and effective for its proposed use.

a. The United States Food and Drug Administration (FDA) must certify the proposed MRI
Unit for clinical use.

Response: The scanner is FDA approved. Please see above response and documentation

with E.1.a.4.

b. The applicant should demonstrate that the proposed MRI Procedures will be offered in a
physical environment that conforms to applicable federal standards, manufacturer’s
specifications, and licensing agencies’ requirements.

Response: This existing scanner was installed in a physical environment that conforms to
applicable federal standards, and manufacturer’s specifications. As part of a private
medical group practice, Tennessee does not license it apart from the professional
licensing. Please also see attached Manufacturer’s installation guide under section B.ILA,
This installation exceeds those requirements.

¢. The applicant should demonstrate how emergencies within the MRI Unit facility will be
managed in conformity with accepted medical practice.

Response: This MRI is already an integral part of this physician medical office and
practice. After the merger into ADI, emergencies will still be managed by the physicians,
and/or ACLS/BCLS certified medical office staff, in conformity with accepted medical
practices until Paramedics arrive to transport patients across the street to the Emergency
Room or direct admission to the hospital.

d. The applicant should establish protocols that assure that all MRI Procedures performed
are medically necessary and will not unnecessarily duplicate other services.

Response: All current MRI scans and procedures are performed only by physician
order, certified as medically necessary, subjected to utilization review, independent
certification, and reviewed by reading Radiologists and the Radiologist Medical

Ditector to ensure the medical appropriateness of the referral and to insure against
inappropriate duplication of prior studies. This will continue under the new CON.

e. An applicant proposing to acquire any MRI Unit, including Dedicated Breast and
Extremity MRI Units, shall demonstrate that:

. All applicants shall commit to obtain accreditation from the Joint Commission, the
American College of Radiology, or a comparable accreditation authority for MRI within
two years following operation of the proposed MRI Unit.

Response: All standards and protocols curtently in place, are according to a board
certified Radiologists instruction and supervision and meet the standards necessaty to
have obtained its current independent ICAMRL certification. All scans are and will be
interpreted by a board certified Radiologist.
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g. All applicants should seek and document emergency transfer agreements with local area
hospitals, as appropriate. An applicant’s arrangements with its physician medical director
must specify that said physician be an active member of the subject transfer agreement

hospital medical staff.

Response: This scanner is an integral part of a physician group practice located

directly across the street from the Hospital, not a separate freestanding scanning facility.
Dr. Gautsch maintains admitting privileges at both Sumner County Hospitals and can
admit any patients to either hospital directly from the office into the hospital, at any time,
without need of other agreements or arrangements.

8. The applicant should provide assurances that it will submit data in a timely fashion as
requested by the HSDA to maintain the HSDA Equipment Registry.

Response: The applicant will continue to provide the Tennessee Health Setvices and
Development Agency requested data in a timely fashion.

9. In light of Rule 0720-11.01, which lists the factors concerning need on which an application
may be evaluated, and Principle No. 2 in the State Health Plan, “Every citizen should have
reasonable access to health care,” the HSDA may decide to give special consideration to an
applicant:

a. Who is offering the service in a medically underserved area as designated by the
United States Health Resources and Services Administration;

b. Who is a “safety net hospital” or a “children’s hospital” as defined by the Bureau of
TennCare Essential Access Hospital payment program; or

c. Who provides a written commitment of intention to contract with at least one
TennCare MCO and, if providing adult services, to participate in the Medicare

program.

Response: The existing MRI services are already contracted with Medicare and one
TennCare MCO, which will expand immediately to Medicare and all TennCare MCOs
operating in Sumner County upon SSMI’s joining AHP/ADI, with whom their contracts

are already in place.

2. Describe the relationship of this project to the applicant facility’s long-range development plans, if
any.

Response: The applicant is not a healthcare facility, and therefore has no long-range facility
development plans. However, as physicians our desire is to provide the best, most cost-effective
and convenient care for our patients. Coming together as a group allows us to help our patients,
not only to take advantage of the benefits of coordinating their care between physicians, but also
allows us a voice in the ongoing development of different models of care for our patients.

3. Identify the proposed service area and justify the reasonableness of that proposed area. Submit a
county level map including the State of Tennessee clearly marked to reflect the service area. Please
submit the map on 8 1/2” x 11” sheet of white paper marked only with ink detectable by a

standard photocopier (i.e., no highlighters, pencils, etc.).

Response: See attached map. Southern Sports Medicine Institute’s principle setvice area for its
existing MRI services is Sumner County. Patients are also occasionally seen from other neatby
counties as well. That is not expected to change.
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MRI Provider Utilization by Residents of Sumner County
from Medical Equipment Registry

Percent Changed
from 2011 to
2011 2012 2013 2013
Patient Procedures at Southern Sports Medicine 636 720 716 12.58%
Institute (All Residents)
Patient Procedures at all Other Sumner County 8642 2901 9384 8.59%
Providers {All Residents)
Total of Sumner County Provider Patient 9278 9621 10100 8.86%
Procedures (All Residents)
Patient Procedures at Southern Sports Medicine 516 568 568 10.08%
Institute (Sumner County Residents Only)
Patlejnt Procedures at all Othef Sumner County 6822 6980 7428 8.88%
Providers (Sumner County Residents Only
Total of Sumner County Prowdelt Patient 7338 7548 7996 8.97%
Procedures (Sumner County Residents Only)
Percent of Sumner Cf)unty Residents Utilizing 79.09% 78.45% 79.17%
Sumner County Providers for MRI Procedures

Medical Equipment Registry - 12/22/2014

4. A. Describe the demographics of the population to be served by this proposal.

Sumner County residents have limited access to healthcare compared to the state as a whole.
There are only 1.5 medical doctors put 1000 population compared to 2.4 per 1000 in all of

Tennessee. There are only 1.9 hospital beds per 1000 population compated to 3.6 per thousand
for Tennessee as a whole. 24,135 of Sumner County residents are enrolled in a TennCare MCO.

This represents approximately 14% of the population. Until recenty there was only a solitary,
2 OR outpatient multi-specialty ambulatory surgical treatment center in all of Sumner County.
Just four months ago, the second one opened. Thete still is only one open and/or dedicated
extremity MRI specialty scanner in all of Sumner County -- the subject of this application.

Sumner Tennessee
(PSA)
Current Year 2014, Age 25,164 981,984
65+
Projected Year 2018, Age 29,697 1,102,413
65+
Age 65+, % Change 18.0% 12.3%
Age 65+, % Total 14.6% 14.9%
2014 Total Population 172,262 6,588,698
2018, Total Population 183,406 6,833,509
Total Pop. % Change 6.5% 3.7%
TennCare Enrollees 24,135 1,241,028
TennCare Enrollees as 14.0% 18.8%
a_% of Total Population
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Median Age 38.7 38.0

Median Household $55,560 $44,140
Income

Population % Below 9.8% 17.3%
Poverty Level

Source: TN Department of Health website, Bureau of TennCare, US Census Bureau

B. Describe the special needs of the service area population, including health disparities, the
accessibility to consumers, particularly the elderly, women, racial and ethnic minorities, and
low-income groups. Document how the business plans of the facility will take into
consideration the special needs of the service area population.

Response: This existing open extremity scanner has proven to be both very convenient for
patients, allowing them to have their diagnostic MRI scans in the same office as their doctor --
and often at the same visit — and has also been of particular benefit to certain patients with
special needs in regards to their care. It has been found to be especially helpful to all patients who
are among the estimated 13-20% of the population that is claustrophobic (per Ametican College
of Radiology) or particulatly anxious, patients with traumatic injuties ot limited mobility for other
reasons, obese patients, and anyone who benefits from the more open easy-access environment
that an in-office scanner affords. In particular, we have found that children, and the elderly, have
a much less stressful experience with scans performed in our setting where it is easier, more
familiar, more personal, faster overall, and more convenient. We very rarely have had a patient
who either cannot tolerate a scan in our Magnet or requites any kind of sedation to complete a
study. Pediatric patients are able to have a scan with a parent right beside them literally holding
their hands, which is easily accommodated with our scannet. It has also been our experience that
patients who must otherwise take additional time off work, so they (or their children) can
undergo MRI testing are very appreciative of not having to return for a scan on a different

day. As might be expected, it is also our experience that this improves patient compliance.

5. Describe the existing or certified services, including approved but unimplemented CONSs, of
similar institutions in the service area. Include utilization and/or occupancy trends for each of the
most recent three years of data available for this type of project. Be certain to list each institution and
its utilization and/or occupancy individually. Inpatient bed projects must include the following data:
admissions or discharges, patient days, and occupancy. Other projects should use the most
appropriate measures, e.g., cases, procedures, visits, admissions, etc.

Response: The existing scanner at Southern Sports Medicine Insttute is the only open scanner in
all of Sumner County, and the only office based, specialty scanner in the service area as well. There
simply are no other similar, office based, specialty, or open scannets in the setvice area.

There are four fixed whole body scanners in the service area, all owned and operated by Hospital
facilities, which even a year ago (according to their actual submitted JAR teports, see below) were
operating at 2,799 scans per scanner per year — just barely below the need threshold average of
2,880 scans per fixed non-specialty scanner per year. There are no approved but unimplemented
MRI CON s in the primary setvice atea.
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MRI Utilization

As Reported in Actually Filed JARs: 2011 2102 2013
Porable MRI units Inpatient Qutpatient | Inpatient Outpatient | Inpatient Outpatient
| Portland Diagnostic Center (1 day per week) | 224 | 249 | 290
Specilty MRI units Inpatient  Outpatient | Inpatient Outpatient | Inpatient Outpatient
[ Southern Sports Medicine Institute | 636 | 720 | 716
Fixed MRI units Inpatient  Outpatient | Inpatient Outpatient | Inpatient Qutpatient
Sumner Regional Medical Center 371 2,207 540 2,051 922 1,948
Diagnostic Center at Sumner Station 1,413 1,707 4,090
TriStar Hendersonville Medical Center 688 1,678 800 1,567 777 1,788
Imaging Center at HMC 2,164 2,118 1,669
sub-total -- Fixed MRI procedures] 1,059 7,462 1,340 7,443 1,699 9,495
Inpat + Outpa 8,521 8,783 11,194
2,130 avg. per unit 2,196 avg. per unit 2,799 avg. per unit

Total Inpat. + Outpat. MRI Procedures

9,381

9,752

12,200

Registry Data -- MRI Utilization of Tennessee Providers in Applicant’s Service Area

Provider Current # | County | Distance | 2011 | 2012 | 2013 % # MRI
units from Change | procedures by
(type) SSMI "11-13 | Sumner County
(miles) residents
(2013)
SSMI 1-fixed Sumner | 0.0 636 720 716 12.6% 568
0.2T
Sumner Station 1- fixed Sumner | 6.9 1,403 | 1,688 | 1,922 37.0% 1,645
1.5T
Hendersonville 1- fixed Sumner | 13 2,388 | 2,317 | 2,515 7.6% 1,849
Medical Center 1.5T
Imaging Center 1- fixed Sumner | 13 2,136 | 2,091 | 1,654 -22.6% 1,189
at HMC 1.5T
Portland 1-portable | Sumner | 14 221 245 285 29.0% 271
Diagnostic 1 day / wk
Sumner Regional 1- fixed Sumner | 0.1 2,544 | 2,560 | 3,008 18.2% 2,474
Medical Center 1.5T
Total 6 9,278 | 9,621 | 10,100 | 8.9% 7,996
Source: Medical Equipment Registry - 12/22/2014
MRI Procedures per 1000 Population
2011 2012 2013
Sumner 89.2 91.1 91.0
Macon 62.6 66.2 67.6
Smith 97.5 89.8 97.2
Trousdale 96.3 96.4 92.6
Statewide 87.2 87.7 86.0

Source: HSDA, US Census Population Estimates, Medical Equipment Registry - 12/22/2014

6. Provide applicable utilization and/or occupancy statistics for your institution for each of the past
three (3) years and the projected annual utilization for each of the two (2) years following completion
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of the project. Additionally, provide the details regarding the methodology used to project utilization.
The methodology must include detailed calculations or documentation from referral sources, and
identification of all assumptions.

Response: Utilization for the past 3 years lineatly projected into the next 2 years: (Projected
volume assumes a similar rate of current utilization with a continued similar rate of growth.)
Scans 2012 2013 2014 2015 2016

SSMI open Extremity scanner 719 736 745 755 | 764 ]

ECONOMIC FEASIBILITY

1. Provide the cost of the project by completing the Project Costs Chart on the following page. All
projects should have a project cost of at least $3,000 on Line F. (Minimum CON Filing Fee). CON
filing fee should be calculated from Line D. (See Application Instructions for Filing Fee)

* The cost of any lease (building, land, and/or equipment) should be based on fair market value
or the total amount of the lease payments over the initial term of the lease, whichever is
greater. Note: This applies to all equipment leases including by procedure or “per click”
arrangements. The methodology used to determine the total lease cost for a "per click"
arrangement must include, at a minimum, the projected procedures, the "per click" rate and
the term of the lease.

 The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal, state,
and local taxes and other government assessments; and installation charges, excluding
capital expenditures for physical plant renovation or in-wall shielding, which should be
included under construction costs or incorporated in a facility lease.

» For projects that include new construction, modification, and/or renovation; documentation
must be provided from a contractor and/or architect that support the estimated construction
costs.

Response: In conjunction with Southern Sports Medicine Institute, the project has already
proven itself economically feasible, since its original CON implementation in 2004. Southern
Sports Medicine is joining a group practice, which will now be the contracting provider of
the service for SSMI, requiring this new CON.
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PROJECT COSTS CHART

Construction and equipment acquired by purchase:
1. Architectural and Engineering Fees

2. Legal, Administrative (Excluding CON Filing Fee),
Consultant Fees

Acquisition of Site

Preparation of Site

Construction Costs

Contingency Fund

Fixed Equipment (Not included in Construction Contract)
Moveable Equipment (List all equipment over $50,000)
Other (Specify)

© ® N o oA W

$ 30,000

$ 50,000

Acquisition by gift, donation, or lease:

1. Facility (inclusive of building and land)

Buildingonly -

Land only -

Equipment (Specify)greater of MRI lease or replacement
Other (Specify)

o &~ w DN

Financing Costs and Fees:
1. Interim Financing

2 Underwriting Costs

3. Reserve for One Year’s Debt Service
4 Other (Specify)

$ 41,935

$500,000

Estimated Project Cost
(A+B+C)

CON Filing Fee
Total Estimated Project Cost
(D+E) -
Z TOTAL

$621,935

$ 3,000

$624,935
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2. Ildentify the funding sources for this project.

Please check the applicable item(s) below and briefly summarize how the project will be financed.
(Documentation for the type of funding MUST be inserted at the end of the application, in the
correct alpha/numeric order and identified as Attachment C, Economic Feasibility-2.

A. Commercial loan--Letter from lending institution or guarantor stating favorable initial
contact, proposed loan amount, expected interest rates, anticipated term of the loan,
and any restrictions or conditions;

B. Tax-exempt bonds--Copy of preliminary resolution or a letter from the issuing
authority stating favorable initial contact and a conditional agreement from an
underwriter or investment banker to proceed with the issuance;

C. General obligation bonds—Copy of resolution from issuing authority or minutes from
the appropriate meeting.

D. Grants--Notification of intent form for grant application or notice of grant award; or
_XX_E. Cash Reserves--Appropriate documentation from Chief Financial Officer.
F. Other—Identify and document funding from all other sources.

3. Discuss and document the reasonableness of the proposed project costs. If applicable, compare
the cost per square foot of construction to similar projects recently approved by the Health Services
and Development Agency.

Response: The project has already proven itself economically feasible. To allow the existing MRI
services to continue, with the joining of Dr. Gautsch into AHP/ADI, this change to the named
CON holder involves fairly minimal actual costs. The actual costs consist almost entirely of the
costs of obtaining this new CON, and the costs which would be incutred as part of the ongoing
provision of the already existant services otherwise. A cost to lease the MRI scanner and space it
occupies are simply being attributed now to the applicant but will actually be charged back to Dr.
Gautsch’s care center. Dr. Gautsch has already fully paid for and depreciated the scanner, which
has a residual market value of approximately $100,000. Whether as SSMI ot ADI, the scanner will
need to be replaced in some future year. $500,000 is a generous estimated cost to obtain a new
replacement scanner when it becomes necessaty. The space the scanner and its equipment occupy
in the practice is approximately 308 sqft. To develop these project costs, another 61 sqft of waiting,
bathroom and common space is being attributed to the scanning setvices, in proportion to the
(number of scans)/(total number of patent visits) in the practice. The lease cost for the scanner is
set at 6% or $6000 per year, and the lease for the space set at $12 per sqft/year, or $4,430 per year.
The initial term of the leases are 5 years, for a total of $52,152 over 5 years. However, for the
project cost calculation, $41,935 (5.7% of the total building’s appraised value, representing the 369
sqft portion of the building’s space), plus the estimated cost of scanner teplacement wete used.
The rest of the project cost is for filing, legal and contingency.

4. Complete Historical and Projected Data Charts on the following two pages--Do not modify the
Charts provided or submit Chart substitutions! Historical Data Chart represents revenue and
expense information for the last three (3) years for which complete data is available for the institution.
Projected Data Chart requests information for the two (2) years following the completion of this
proposal. Projected Data Chart should reflect revenue and expense projections for the Proposal
Only (i.e., if the application is for additional beds, include anticipated revenue from the proposed
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beds only, not from all beds in the facility).

Response: See below Projected Data Charts. The actual past 3 year average annual cost for
service/maintenance of the scannet has been $2,664 per year. Itis projected to remain about the
same for the next several years, paid separately from the lease, although a significant Contingency
amount is also budgeted into the total project cost over the initial term. Since it is possible that the
scanner will need replacement during that period of time, either with a used or new unit, for the
Project Cost estimate the $500,000 for a new similar unit including installation is accounted. That
may not prove necessary during that period of time however since the unit remains in good shape.

5. Please identify the project’s average gross charge, average deduction from operating revenue,
and average net charge.

Response: Average gross charge will be $§2107, average deduction from operating revenue will be
$1,489, and average net revenue will be $618.

When SSMI joins Allied Health Partners (ADI), AHP's established fee schedule will replace SSMI’s
for all services. For extremity MRI scans AHPs average gross chatge is $2107, an approximately
34% increase from the very low $1,570 average gross charge per scan at SSMI in 2013, Despite
this change, the fee schedule charge per scan remains slightly less than the TN median MRI charge
of $2,175 as reported from the HSDA's equipment registry, and well below the average $4,469
charged at other Sumner County facilities.

Although gross charges will increase, this change in fee schedule will have minimal actual impact
on net tevenues. With rare exception, all scans we perform are either provided as part of a bundled
capitated payment, or reimbursed at pre-negotiated fixed contract rates, or according to state or
federal payment schedules. Therefore actual net revenues have become independent of gross
charges. Net revenues are much more influenced by the contracting and effectiveness of a group’s
billing department at successfully navigating through the tedious and complicated process of
insurance company follow-up, to track and ensure contracted reimbursements for provided
services are all actually received.

24



HISTORICAL DATA CHART

Give information for the last three (3) years for which complete data are available for the facility or

agency. The fiscal year begins in _January (Month).

A. Utilization Data (Specify unit of measure)
B. Revenue from Services to Patients

1. Inpatient Services

2. Outpatient Services

3. Emergency Services

4. Other Operating Revenue (Specify)

Gross Operating Revenue
C. Deductions from Gross Operating Revenue

1. Contractual Adjustments
2. Provision for Charity Care
3. Provisions for Bad Debt
Total Deductions

NET OPERATING REVENUE
D. Operating Expenses
. Salaries and Wages
. Physician’s Salaries and Wages
. Supplies
. T axes
. Depreciation
. Rent
. Interest, other than Capital
. Management Fees:
a. Fees to Affiliates
b. Fees to Non-Affiliates
9. Other Expenses (Specify) See Attached
Total Operating Expenses
E. Other Revenue (Expenses) — Net (Specify)

NET OPERATING INCOME (LOSS)

F. Capital Expenditures
1. Retirement of Principal
2. Interest

O ~NO O, WN =

Total Capital Expenditures
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES

Year 2011 Year 2012 Year 2013
636 720 723
S - S -
S 815,383 S 935,674 $1,135,395
S - s - 5 .
S - S - 3 :
S 815,383 $ 935,674 $ 1,135,395
S 557,632 S 605,305 S 825,659
S 4,000 S 4,000 S 4,000
S 32,615 S 37,427 S 45,416
$ 594,248 $ 646,732 S 875,075
$ 257,751 S 330,369 S 309,736
S 25,751 S 51,567 S 46,236
S - S - S -
S 887 S 861 S 135
S 975 § 832 § 1,020
S - S - S -
S 5,042 S 5,042 S 5,042
S - S - S -
S - S - S -
S 43,605 S 48,535 S 52,955
S 11,120 S 2,473 S 5,809
S 87,380 $ 109,310 $ 111,198
$ 170,371 $ 221,059 S 198,538
S - S - s -
S - S - S -
S - S - $ -
S 170,371 S 221,059 S 198,538
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PROJECTED DATA CHART

Give information for the two (2) years following the completion of this proposal. The fiscal year
begins in _January (Month).

Year 2015 Year 2016
A. Utilization Data (Specify unit of measure) 726 730
B. Revenue from Services to Patients
1. Inpatient Services S -
2. Outpatient Services S 1,529,334 $ 1,537,760
3. Emergency Services S -
4. Other Operating Revenue (Specify) S -

R0

Gross Operating Revenue 1,529,334 $1,537,760

C. Deductions from Gross Operating Revenue

1. Contractual Adjustments S 1,015,809 $ 1,021,428
2. Provision for Charity Care S 4,000 S 4,000
3. Provisions for Bad Debt S 61,173 S 61,510
S
S

Total Deductions 1,080,982 $ 1,086,938
448,351 $ 450,821

NET OPERATING REVENUE
D. Operating Expenses

1. Salaries and Wages S 46,428 S 46,684
2. Physician’s Salaries and Wages S -
3. Supplies S 136 S 137
4. T axes S 1,024 S 1,030
5. Depreciation S -
6. Rent S 4,430 S 4,430
7. Interest, other than Capital S -
8. Management Fees:
a. Fees to Affiliates S 134,505 S 135,246
b. Fees to Non-Affiliates S - S -
9. Other Expenses (Specify) MRl lease., Ins., Data S 33,253 S 33,376
Total Operating Expenses $ 219,776 $§ 220,903
E. Other Revenue (Expenses) — Net (Specify)
NET OPERATING INCOME (LOSS) $ 228,575 $ 229,918
F. Capital Expenditures
1. Retirement of Principal S -
2. Interest S -
Total Capital Expenditures $ - S .

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES $ 228,575 S 229,918




PROJECTED DATA CHART -

Give information for the two (2) years following the completion of this proposal. The fiscal year
begins in _January (Month).
Year **
A. Utilization Data (Specify unit of measure) 740
B. Revenue from Services to Patients
1. Inpatient Services
2. Outpatient Services S 1,558,825
3. Emergency Services
4. Other Operating Revenue (Specify)

Gross Operating Revenue $ 1,558,825

C. Deductions from Gross Operating Revenue
1. Contractual Adjustments S 1,035,475
2. Provision for Charity Care S 4,000
3. Provisions for Bad Debt S 62,353
Total Deductions $ 1,101,828
NET OPERATING REVENUE $ 456,997

D. Operating Expenses

1. Salaries and Wages S 47,323
2. Physician’s Salaries and Wages
3. Supplies S 139
4. T axes S 1,044
5. Depreciation
6. Rent S 4,430
7. Interest, other than Capital
8. Management Fees:
a. Fees to Affiliates S 137,099
b. Fees to Non-Affiliates S -
9. Other Expenses (Specify) Ins., Data S 24,712
Total Operating Expenses $ 214,747

E. Other Revenue (Expenses) — Net (Specify)
NET OPERATING INCOME (LOSS) $ 242,250
F. Capital Expenditures
1. Retirement of Principal S 91,396
2. Interest S 22,500
Total Capital Expenditures $ 113,896
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES S 128,354

** Some future year when the scanner requires replacement with a similar system



6. A. Please provide the current and proposed charge schedules for the proposal. Discuss any
adjustment to current charges that will result from the implementation of the proposal. Additionally,
describe the anticipated revenue from the proposed project and the impact on existing patient
charges.

Response: Charges will average $2,107 per extremity scan, following the Advanced Health
Partners Fee Schedule.

B. Compare the proposed charges to those of similar facilities in the service area/adjoining service
areas, or to proposed charges of projects recently approved by the Health Services and
Development Agency. If applicable, compare the proposed charges of the project to the current
Medicare allowable fee schedule by common procedure terminology (CPT) code(s).

Response:
Charges: CPT 73221 CPT 73721
This practice $2,087 $2,126
Sumner Regional Medical Center $4,731 54,731
Hendersonville Medical Center $4,953 Avg.

7. Discuss how projected utilization rates will be sufficient to maintain cost-effectiveness.

Response: Utilization rates have been faitly stable and slowly increasing over the course of many
years. Generated by the group’s providers, they are mote than sufficient to maintain financial
viability and cost-effectiveness. As an office based, permanent magnet scannet, the project has low
fixed costs compared to many other facilities. Our principle costs are the staff membet’s time given
to the scanner, and the Radiologist’s read -- variable costs associated with each scan. So, with the
normal ebb and flow of patient volume week to week, or even an unlikely significant down-turn,
expenses fall proportionately, and providing in-office MRI scanning still remains both cost
effective and very convenient for our patients.

8. Discuss how financial viability will be ensured within two years; and demonstrate the availability of
sufficient cash flow until financial viability is achieved.

Response: The project’s existing services are already financially viable. The scanner has already
been fully paid and depreciated. The space the scanner and its equipment occupy in the practice is
approximately 308 sqft. Another 61 sqft of waiting, bathroom and common space is being
attributed to the scanner, in proportion to the (number of scans)/(total number of patent visits).
Fixed costs are relatively low. The lease cost for the scanner at 6% is $6000 pet year, and the lease
for the space at §12 per sqft per year is $4,430 per year. The principle vatiable costs ate the costs
of the tech that operates the scanner and a small amount for the scheduling and billing, which are
performed in conjunction with the practice. There are reading fees associated with each scan of
approximately $100 per scan, and low supply and other costs. The revenues generated by the scans
more than cover total costs. See the Projected Data Chatt.
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9. Discuss the project’s participation in state and federal revenue programs including a description of
the extent to which Medicare, TennCare/Medicaid, and medically indigent patients will be served by
the project. In addition, report the estimated dollar amount of revenue and percentage of total project
revenue anticipated from each of TennCare, Medicare, or other state and federal sources for the

proposal’s first year of operation.

Response: In 2013, 15.9% of the scans performed were for Medicare patients. 9.3% of the scans
performed were for TennCare patients insured by United Healthcate Community Plan
(Americhoice), the largest TennCare MCO in the region, the only TC MCO which Southern Spotts
Medicine Institute has contracted with. Preliminary 2014 data shows slight increases in both at MC
17.7% and TC 11.6%. As a part of ADI, and its expanded number of contracts, including with
Amerigroup BlueCare, and TennCare Select, the number of TennCare patients that will utilize the

scanner will likely increase.

For the past 18 years, Dr. Gautsch and Southern Sports Medicine Institute have provided
emergency orthopedic surgical care to medically indigent patients whenever asked to do so as
specialists on call. Additionally, medically indigent patients are also seen at SSMI for elective
orthopedic care through the Sumner County Salvus Center as one of its panel specialists. The
Salvus Center was established by physicians and several community leaders in conjunction with the
then, not for profit local hospital in Gallatin, in order to provide coordinated and comprehensive
care for the medically indigent of Sumner County. Services are provided for a small fee based on a

sliding scale and ability to pay.

Each of the participant providers provides discounted care in their specialty, with the community
hospital having agreed to provide MRI scans, among other discounted setvices, with interpretation
for $50 per scan. A few years ago, when the local hospital was sold and converted into a for-profit
facility, one of the Sumner County Commission's stipulations to that sale was a continuation of the
Salvus Center arrangement. Both Sumner County hospitals now patticipate in the program

similarly.

At present, virtually all medically indigent patients in Sumner County needing MRI scans obtain
them through this program at one of the four fixed whole body scanners. Chatity scans have been
provided at SSMI as necessary for those few patients who were unable to be scanned through
Salvus for some reason, or could/would not participate in the Salvus Center. However, the Salvus
program is quite robust and therefore typically only about 4 charity scans per year have come to us.

Historical and Projected Service Payor Mix

Payor Source | 2014 SSMI Gross Year 1 Applicant’s
Revenue Projected Gross
(as a % of total) Revenue
(as a % of total)
Medicare 17.7% 17.7%
Tenncare 11.6% 11.6%
Managed care 10.3% 10.3%
Commercial 57.6% 57.6%
Self-Pay 0.5% 0.5%
Other 2.3% 2.3%
Total 100.0% 100.0%

10. Provide copies of the balance sheet and income statement from the most recent reporting period
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of the institution and the most recent audited financial statements with accompanying notes, if
applicable. For new projects, provide financial information for the corporation, partnership, or
principal parties involved with the project. Copies must be inserted at the end of the application, in
the correct alpha-numeric order and labeled as Attachment C, Economic Feasibility-10.

Response: See attached.

11. Describe all alternatives to this project which were considered and discuss the advantages and
disadvantages of each alternative including but not limited fo:

a. A discussion regarding the availability of less costly, more effective, and/or more efficient
alternative methods of providing the benefits intended by the proposal. If development of such
alternatives is not practicable, the applicant should justify why not; including reasons as to why they
were rejected.

Response: The only possible alternatives to this practice associated project are either to bring the
practice into ADI and discontinue existing MRI services, shifting the volume to other existing
scanners in the service area, which were operating at average 2,800 scans per year in 2013 -- already
at just below the 2,880 need threshold -- with great inconvenience and additional expense to
patients and insurers. Or, not merge the practice, with the risk that failing to adjust to changes in
Healthcare provision could ultimately lead to practice instability and financial failure. Resulting in:
discontinuance of existing MRI services, shifting the volume to other existing scanners in the
service area, which are operating at average 2,800 scans per year in 2013 -- already at just below the
2,880 need threshold — with great inconvenience and additional expense to patients and insurets.

b. The applicant should document that consideration has been given to alternatives to new
construction, e.g., modernization or sharing arrangements. It should be documented that superior
alternatives have been implemented to the maximum extent practicable.

Response: This proposal seeks continuance of existing MRI services after practice merger, with
the only Open and only Extremity MRI scanner, in a setvice area in which the fixed whole body
scanners are likely operating well above threshold levels, without any need for new construction ot
even renovation. There is no superior alternative except perhaps to later seek an ODC designation
to allow physicians from outside the group to refer patients to this scanner as an alternative to the
over-utilized other scanners in the service area.

CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1. List all existing health care providers (e.g., hospitals, nursing homes, home care organizations,
etc.), managed care organizations, alliances, and/or networks with which the applicant currently has
or plans to have contractual and/or working relationships, e.qg., transfer agreements, contractual
agreements for health services.

Response: The applicant and its physician members have contracts with the vast majority of
insurers, managed care organizations and networks operating in the setvice area including
principally Blue Cross Blue Shield, Cigna, United Healthcate, Aetna, Humana, Americhoice,
Amerigroup, BlueCare, HealthSprings Medicare Advantage plans, QCMN IPA. It also has
contracts to provide physician professional and/or on-call services for Sumner Regional Medical
Center, Hendersonville Medical Center, Middle Tennessee Imaging, LLC d/b/a Premier
Radiology, St. Thomas Hospital (all locations), University Medical Center, and Williamson
Medical Center.
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2. Describe the positive and/or negative effects of the proposal on the health care system. Please be
Sure to discuss any instances of duplication or competition arising from your proposal including a
description of the effect the proposal will have on the utilization rates of existing providers in the

service area of the project.

Response: This proposal seeks continuance of existing MRI services after practice metger, with
the only Open MRI scanner in a service atea in which the other fixed whole body scanners are
operating near or above threshold levels. There is no duplication of existing setvices or new
competition arising from this proposal. It is projected to have no discernable effect on the
utilization rates of other existing providers in the setvice atea of the project.

3. Provide the current and/or anticipated staffing pattern for all employees providing patient care for
the project. This can be reported using FTEs for these positions. Additionally, please compare the
clinical staff salaries in the proposal to prevailing wage patterns in the service area as published by
the Tennessee Department of Labor & Workforce Development and/or other documented sources.

Response: As an office based scanner, the patients undergoing MRIs as a part of their care are
already attended by the physicians and medical office staff, present for the operation of the office
as a whole, including the receptionist, nurses and billing staff. There are approximately 10,000
patient visits to the office per year, only approximately 720 of them include a 60 minute MRI scan
visit. A small percentage of the staff activity is attributable to additional care of the patients
undergoing scans. In addition there is an office Radiology Technician who operates the scanner
and directly supervises the patient during scans. This Tech also performs other responsibilities for
the practice and so, only time spent with patients undergoing MRI scans is attributed to the MRI
service, less than a single FTE at a pay rate of $17.50/hr. This rate is less than average for a
dedicated MRI Tech in the TN wotkforce, but consistent with our area and the ptinciple
responsibilities in this office for this individual, who has been in this position for over 7 yeats.

4. Discuss the availability of and accessibility to human resources required by the proposal,
including adequate professional staff, as per the Department of Health, the Department of Mental
Health and Developmental Disabilities, and/or the Division of Mental Retardation Services licensing

requirements.

Response: As an existing office based scanner, availability and accessibility to human resources is
already in place, including adequate professional staff. With the merger, even better and mote fully
developed Human resources will be available.

5. Verify that the applicant has reviewed and understands all licensing certification as required by
the State of Tennessee for medical/clinical staff. These include, without limitation, regulations
concerning physician supervision, credentialing, admission privileges, quality assurance policies and
programes, utilization review policies and programs, record keeping, and staff education.

Response: The applicant has reviewed and understands all licensing certification as requited by the
State of Tennessee for medical/clinical staff.

6. Discuss your health care institution’s participation in the training of students in the areas of
medicine, nursing, social work, efc. (e.g., internships, residencies, etc.).

Response: N/A
7. (a) Please verify, as applicable, that the applicant has reviewed and understands the licensure

requirements of the Department of Health, the Department of Mental Health and Developmental
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Disabilities, the Division of Mental Retardation Services, and/or any applicable Medicare
requirements.

Response: The current MRI services are already compliant with the licensute requitements of the
Department of Health, the Department of Mental Health and Developmental Disabilities, the
Division of Mental Retardation Services, and Medicare requitements as applicable. The applicant
has also reviewed and understands these requirements.

(b) Provide the name of the entity from which the applicant has received or will receive licensure,
certification, and/or accreditation.

Response:

Licensure: None is offered to this practice-based project.

Accreditation: The Intetsocietal Commission for the Accreditation of Magnetic Resonance
Laboratories JCAMRL) has already accredited this scanner once. Its second accreditation is

pending. See attached certificate.

SSMI was the first scanner in Sumner County to receive Independent Accreditation, many payors
now require it.

(c) If an existing institution, please describe the current standing with any licensing, certifying, or
accrediting agency. Provide a copy of the current license of the facility.

Response: N/A

d)} For existing licensed providers, document that all deficiencies (if any) cited in the last licensure
certification and inspection have been addressed through an approved plan of correction. Please
include a copy of the most recent licensure/certification inspection with an approved plan of
correction.

Response: N/A
8. Document and explain any final orders or judgments entered in any state or country by a licensing
agency or court against professional licenses held by the applicant or any entities or persons with

more than a 5% ownership interest in the applicant. Such information is to be provided for licenses
regardless of whether such license is currently held.

Response: None

9. Identify and explain any final civil or criminal judgments for fraud or theft against any person or
entity with more than a 5% ownership interest in the project

Response: None
10. If the proposal is approved, please discuss whether the applicant will provide the Tennessee
Health Services and Development Agency and/or the reviewing agency information concerning the

number of patients treated, the number and type of procedures performed, and other data as
required.

Response: If the proposal is approved, the applicant will continue to provide the Tennessee
Health Services and Development Agency and/or the reviewing agency requested information
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concerning the number of patients treated, the number and type of procedures performed, and
other data as required.
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PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the mast
and dateline intact or submit a publication affidavit from the newspaper as proof of the
publication of the letter of intent.
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DEVEL OPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is valid for a
period not to exceed three (3) years (for hospital projects) or two (2) years (for all other

projects) from the date of its issuance and after such time shall expire; provided, that the
Agency may, in granting the Certificate of Need, allow longer periods of validity for
Certificates of Need for good cause shown. Subsequent to granting the Certificate of Need,
the Agency may extend a Certificate of Need for a period upon application and good cause
shown, accompanied by a non-refundable reasonable filing fee, as prescribed by rule. A
Certificate of Need which has been extended shall expire at the end of the extended time
period. The decision whether to grant such an extension is within the sole discretion of the
Agency, and is not subject to review, reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If the project will
be completed in multiple phases, please identify the anticipated completion date for each
phase.

Response: See below.
2. If the response to the preceding question indicates that the applicant does not anticipate
completing the project within the period of validity as defined in the preceding paragraph,
please state below any request for an extended schedule and document the “good cause” for

such an extension.

Response: N/A
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PROJECT COMPLETION FORECAST CHART

Enter the Agency projected Initial Decision date, as published in T.C.A. § 68-11-1609(¢):

Assuming the CON approval becomes the final agency action on that date; indicate the number of days
from the above agency decision date to each phase of the completion forecast.

Anticipated Date

Phase DAYS
REQUIRED (MONTH/YEAR)

1. Architectural and engineering contract signed

2. Construction documents approved by the Tennessee
Department of Health

3. Construction contract signed

4. Building permit secured

5. Site preparation completed

6. Building construction commenced

7. Construction 40% complete

8. Construction 80% complete

9. Construction 100% complete (approved for occupancy

10. *Issuance of license

11. *Initiation of service March 1, 2015

12. Final Architectural Certification of Payment

13. Final Project Report Form (HF0055)

* For projects that do NOT involve construction or renovation: Please complete items
10 and 11 only.

Note: If litication occurs, the completion forecast will be adjusted at the time of the final
determination to reflect the actual issue date.
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AFFIDAVIT

STATE OF T\G\!

COUNTY OF  \ Unanen

/l—tw"‘“‘““% L GQQ‘*KCL\ Z A\, being first duly sworn, says that he/she

is the applicant named in this application or his/her/its lawful agent, that this project will be

completed in accordance with the application, that the applicant has read the directions to
this application, the Rules of the Health Services and Development Agency, and T.C.A. § 68-
11-1601, et seq., and that the responses to this application or any other questions deemed
appropriate by the Health Services and Development Agency are true and complete.

s

" SIGNATURE/TITLE

“+h ) .
Sworn to and subscribed before me this { 3 ~ day of AU‘&M ., 0 I'S'/a Notary
(Manth) {Year)

Public in and for the County/State of S bon€c / [ Pun-escef..

“uumn,,
/\\“ W ST‘_ s,
Y o

My commission expires \?‘/ [7

(Month/Day)
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SECTION A, ITEM 3
CORPORATE CHARTER
AND
CERTFICATE OF CORPORATE
EXISTENCE
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CERTIFICATE OF ADVANCED DIAGNOSTIC IMAGING, P.C.
CONCERNING ITS
FOURTH AMENDED AND RESTATED CHARTER

Pursuant to the provisions of Section 48-20-107 of the Tennessee Business Corporation Act,
Advanced Diagnostic Imaging, P.C. (the "Corporation") certifies as follows:

1. The name of the corporation is Advanced Diagnostic Imaging, P.C.

2. The Fourth Amended and Restated Charter of the Corporation to which this Certificate is
attached contains amendments that require shareholder approval.

3. The Fourth Amended and Restated Charter was duly adopted by the shareholders of the
Corporation on March 10th, 2013.

4. The Fourth Amended and Restated Charter shall be effective when filed by the Secretary of
State.

Dated this/_‘f'ﬂ@y of March, 2013.

Advanced Diagnostic Imaging, P.C.

)%?r/'%
By:

Brett Thorstad, M.D,, President
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FOURTH AMENDED AND RESTATED CHARTER OF
ADVANCED DIAGNOSTIC IMAGING, P.C.

Advanced Diagnostic Imaging, P.C. hereby amends and restates its Third Amended and Restated
Charter as follows:

ARTICLE [

The name of the Corporation is Advanced Diagnostic Imaging, P.C. (the "Corporation").
ARTICLE Il

The Corporation is a medical professional corporation and is for profit.
ARTICLE Il

The purpose for which the Corporation is organized is to engage in the practice of medicine.
The professional services involved in the Corporation's practice of medicine may be rendered only
through its officers, agents and employees who are duly authorized and licensed to practice medicine in
the State of Tennessee.

The Corporation shall not engage in any business other than the practice of medicine. However
the Corporation may invest its funds in real estate, mortgages, stocks, bonds and other types of
investments, and may own real and personal property necessary for the rendering of the professional
services authorized hereby.

ARTICLE IV

The total number of shares of all classes of capital stock that the Corporation shall have the
authority to issue shall be five thousand (5,000), all of which shall be common stock, no par value.

ARTICLE V

This Corporation shall only issue its common stock to an individual who is duly licensed or
otherwise legally authorized to render the same specific professional services as those for which the
Corporation was incorporated. Shareholders of this Corporation shall not enter into a voting trust
agreement or any other type agreement vesting another person with the authority to exercise the
voting power of any or all of his stock.
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ARTICLE VI

The street address of the Corporation's registered office is 28 White Bridge Pike, Nashville,
Davidson County, Tennessee 37205, and the name of its registered agent at such address is Chad L.
Calendine, M.D.

ARTICLE VII

The complete address of the corporation's principal office is 28 White Bridge Pike, Nashville,
Davidson County, Tennessee 37205.

ARTICLE Vill

To the greatest extent permitted by Tennessee law, a director of the Corporation shall not be
personally liable to the Corporation or its shareholders for monetary damages for breach of fiduciary
duty as a director, except for liability (i) for any breach of the director's duty of loyalty to the
Corporation or its shareholders, (ii) for acts or omissions not in good faith or which involve intentional
misconduct or a knowing violation of law, (jii) under Section 48-18-302 of the Tennessee Code or (iv) for
any transaction from which the director derives an improper personal benefit. If the Tennessee Code is
amended hereafter to authorize corporate action further eliminating or limiting the personal liability of
directors, then the liability of a director of the Corporation shall be eliminated or limited to the fullest
extent permitted by the Tennessee Code, as so amended,

Any repeal or modification of the foregoing paragraph by the shareholders of the Corporation
shall not adversely affect any right or protection of a director of the Corporation existing at the time of
such repeal or modification.

ARTICLE IX

A. Rights to Indemnification. Each person who was or is made a party or is threatened to be
made a party to or is otherwise involved in any action, suit or proceeding, whether civil, criminal,
administrative or investigative (hereinafter a "Proceeding”), by reason of the fact that he or she, or a
person of whom he or she is the legal representative, is or was a director or officer of the Corporation or
is or was serving at the request of the Corporation as a director or officer of another corporation or of a
partnership, joint venture, trust or other enterprise, including service with respect to an employee
benefit plan (hereinafter an "Indemnitee"), whether the basis of such proceeding is alleged action in an
official capacity as a director or officer or in any other capacity while serving as a director or officer, shall
be indemnified and held harmless by the Corporation to the fullest extent authorized by the Tennessee
Code as the same exists or may hereafter be amended (but, in the case of any such amendment, only to
the extent that such amendment permits the Corporation to provide broader indemnification rights
than permitted prior thereto), against all expense, liability and loss (including, without limitation,
attorneys' fees, judgments, fines, excise taxes or penalties and amounts paid or to be paid in settlement)
incurred or suffered by such Indemnitee in connection therewith and such indemnification shall
continue with respect to an Indemnitee who has ceased to be a director or officer and shall inure to the
benefit of the Indemnitee's heirs, executors and administrators; provided, however, that except as
provided in paragraph (B) hereof with respect to proceedings to enforce rights to indemnification, the
Corporation shall indemnify any such Indemnitee in connection with a Proceeding initiated by such
Indemnitee only if such Proceeding was authorized by the Board of Directors of the Corporation. The
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right to indemnification conferred in this Article shall be a contract right and shall include the right to be
paid by the Corporation the expenses incurred in defending any such Proceeding in advance of its final
disposition (hereinafter an "Advancement of Expenses"); provided, however, that, if the Tennessee
Code requires, an Advancement of Expenses incurred by an Indemnitee shall be made only upon
delivery to the Corporation of an undertaking (hereinafter an "Undertaking"), by or on behalf of such
Indemnitee, to repay all amounts so advanced if it shall ultimately be determined by final judicial
decision from which there is no further right to appeal (hereinafter a "Final Adjudication") that such
Indemnitee is not entitled to be indemnified for such expenses under this Article or otherwise.

B. Right of Indemnitee to Bring Suit. If a claim under paragraph (A) of this Article is not
paid in full by the Corporation within sixty days after a written claim has been received by the
Corporation (except in the case of a claim for an advancement of expenses, in which case the applicable
period shall be twenty days), the Indemnitee may at any time thereafter bring suit against the
Corporation to recover the unpaid amount of the claim. If successful in whole or in part in any such suit,
the Indemnitee shall also be entitled to be paid the expense of prosecuting or defending such suit. In (i)
any suit brought by the Indemnitee to enforce a right to indemnification hereunder (but not a suit
brought by the Indemnitee to enforce a right to an advancement of expenses) it shall be a defense that,
and (ji) in any suit by the Corporation to recover an advancement of expenses pursuant to the terms of
an Undertaking, the Corporation shall be entitled to recover such expenses upon a final adjudication
that, the Indemnitee has not met the applicable standard of conduct set forth in the Tennessee Code.
Neither the failure of the Corporation (including its Board of Directors, independent legal counsel or its
shareholders) to have made a determination prior to the commencement of such suit that
indemnification of the to enforce a right to indemnification or to an Advancement of Expenses
hereunder or by the Corporation to recover an Advancement of Expenses pursuant to the terms of an
undertaking, the burden of proving that the Indemnitee is not entitled under this Article or otherwise to
be indemnified, or to such Advancement of Expenses, shall be on the Corporation.

C. Non-Exclusivity of Rights. The rights to indemnification and to the Advancement of
Expenses conferred in this Article shall not be exclusive of any other right which any person may have or
hereafter acquire under this Charter or any Bylaw, agreement, vote of shareholders or disinterested
directors or otherwise.

D. Insurance. The Corporation may maintain insurance, at its expense, to protect itself and
any Indemnitee against any expense, liability or loss, whether or not the Corporation would have the
power to indemnify such person against such expense, liability or loss under the Tennessee Code.

E. Indemnity of Employees and Agents of the Corporation. The Corporation may, to the
extent authorized from time to time by the Board of Directors, grant rights to indemnification and to the
Advancement of Expenses to any employee or agent of the Corporation to the fullest extent of the
provisions of this Article or as otherwise permitted under the Tennessee Code with respect to the
indemnification and Advancement of Expenses of directors and officers of the Corporation.

ARTICLE X

The Bylaws of the Corporation may be altered, amended or repealed or new Bylaws may be
adopted only by the shareholders of the Corporation.
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STATE OF TENNESSEE
Tre Hargett, Secretary of State

Division of Business Services

William R. Snodgrass Tower
312 Rosa L. Parks AVE, 6th FL
Nashville, TN 37243-1102

THOMAS GAUTSCH December 12, 2014
PO BOX 1686
GALLATIN, TN 37066
Request Type: Certificate of Existence/Authorization Issuance Date: 12/12/2014
Request #: 0148135 Copies Requested: 1

- Document Receipt -
Receipt #: 1735099 Filing Fee: $22.25
Payment-Credit Card - State Payment Center - CC #: 159670918 $22.25
Regarding: ADVANCED DIAGNOSTIC IMAGING, P.C.
Filing Type: Corporation For-Profit - Domestic Control # : 58138
Formation/Qualification Date: 06/30/1972 Date Formed: 06/30/1972
Status: Active Formation Locale: TENNESSEE
Duration Term: Perpetual Inactive Date:

Business County: DAVIDSON COUNTY

CERTIFICATE OF EXISTENCE

|, Tre Hargett, Secretary of State of the State of Tennessee, do hereby certify that effective as of
the issuance date noted above

ADVANCED DIAGNOSTIC IMAGING, P.C.

* is a Corporation duly incorporated under the law of this State with a date of incorporation and
duration as given above;

* has paid all fees, taxes and penalties owed to this State (as reflected in the records of the
Secretary of State and the Department of Revenue) which affect the existence/authorization of
the business;

* has filed the most recent annual report required with this office;
* has appointed a registered agent and registered office in this State;
* has not filed Articles of Dissolution or Articles of Termination. A decree of judicial dissolution

has not been filed.

Tre Hargett
Secretary of State

Processed By: Cert Web User Verification #: 009934534

Phone (615) 741-6488 * Fax (615) 741-7310 * Website: http:/tnbear.tn.gov/

44



ATTACHMENT A, ITEM 6
LEASE AGREEMENTS
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EQUIPMENT LEASE

THIS EQUIPMENT LEASE (Lease) is made and effective this 9th day of January 2015 by and
between Thomas L. Gautsch, M.D. (Lessor), and Advanced Diagnostic Imaging, P.C. (Lessee).

WHEREAS Lessor desires to lease to Lessee, and Lessee desires to lease from Lessor, the GE Lunar
E-Scan MRI scanner and associated equipment installed at 570 Hartsville Pike, Gallatin, TN.

NOW, THEREFORE, in consideration of the mutual covenants and promises hereinafter set forth,
the parties hereto agree as follows:

Lease. Lessor hereby leases to Lessee, and Lessee hereby leases from Lessor, the following described
equipment (Equipment):

Term. The term of this Lease shall commence on a mutually agreeable date within 30 days following
the date that a CON for MRI services is granted to ADI at 570 Hartsville Pike, Gallatin, TN 37066,
and shall expire 60 months thereafter.

Rent and Deposit. The monthly rent for the Equipment shall be paid in advance in installments of
Five Hundred dollars ($500.00) each month, to begin on the commencement day of this agreement
and on the same day of each succeeding month throughout the term hereof. Payment shall be sent to
Lessor at 570 Hartsville Pike, Gallatin, TN 37066 or at such other place as Lessor may designate
from time to time. Lessor may levy a late payment charge equal to one percent (1%) per month on
any amount that is ten days overdue.

Lessee shall use the Equipment in a safe and appropriate manner and shall comply with and conform
to all national, state, municipal, and other laws, ordinances and regulations in any way relating to the
possession, use or maintenance of the Equipment.

LESSOR DISCLAIMS ANY AND ALL WARRANTIES, EXPRESS OR IMPLIED, INCLUDING
BUT NOT LIMITED TO IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS
FOR A PARTICULAR PURPOSE.

Repairs. Lessee, at its own cost and expense, shall keep the Equipment in good repair, condition and
working order and shall furnish any and all parts, mechanisms and devices required to keep the
Equipment in good mechanical working order.

Loss and Damage. Lessee hereby assumes and shall bear the entire risk of loss and damage to the
Equipment from any and every cause whatsoever. No loss or damage to the Equipment or any part
thereof shall impair any obligation of Lessee under this Lease.

In the event of loss or damage of any kind whatever to the Equipment, Lessee shall, at Lessor's
option:
* Place the same in good repair, condition and working order; or
* Replace the same with like equipment in good repair, condition and working order; or
e Pay to Lessor the replacement cost of the Equipment.

Surrender. Upon the expiration or earlier termination of this Lease, Lessee shall return the Equipment
to Lessor in good repair, condition and working order, ordinary wear and tear resulting from proper
AR



use thereof excepted, by delivering the Equipment at Lessee's cost and expense to such place as
Lessor shall specify within the city or county in which the same was delivered to Lessee.

Insurance. Lessee shall procure and continuously maintain and pay for all risk insurance against loss
of and damage to the Equipment for not less than the full replacement value of the Equipment,
naming Lessor as loss payee, and liability and property damage insurance with limits as approved by
Lessor, naming Lessor as additionally named insured and a loss payee. The insurance shall be in such
form and with such company or companies as shall be reasonably acceptable to Lessor. Lessee shall
provide Lessor with an original policy or certificate evidencing such insurance.

Taxes. Lessee shall keep the Equipment free and clear of all levies, liens and encumbrances. Lessce,
or Lessor at Lessee's expense, shall report, pay and discharge when due all license and registration
fees, assessments, sales, use and property taxes, gross receipts, taxes arising out of receipts from use
or operation of the Equipment, together with any penalties or interest thereon, imposed by any state,
federal or local government or any agency, or department thereof, whether or not the same shall be
assessed against or in the name of Lessor or Lessee.

Indemnity. Lessee shall indemnify Lessor against, and hold Lessor harmless from, any and all claims,
actions, suits, proceedings, costs, expenses, damages and liabilities, including reasonable attorney's
fees and costs, arising out of, connected with, or resulting from Lessee's use of the Equipment,
including without limitation the manufacture, selection, delivery, possession, use, operation, or return
of the Equipment.

Default. If Lessee fails to pay any rent or other amount herein provided within ten (10) days after the
same is due and payable, or if Lessee fails to observe, keep or perform any other provision of this
Lease required to be observed, kept or performed by Lessee, Lessor shall have the right to exercise
any one or more of the following remedies:

* To declare the entire amount of rent hereunder immediately due and payable without notice or
demand to Lessee.

* To sue for and recover all rents, and other payments, then accrued or thereafter accruing.

* To take possession of the Equipment, without demand or notice, wherever same may be
located, without any court order or other process of law. Lessee hereby waives any and all
damages occasioned by such taking of possession.

* To terminate this Lease.

¢ To pursue any other remedy at law or in equity.

Notwithstanding any repossession or any other action which Lessor may take, Lessee shall be and
remain liable for the full performance of all obligations on the part of the Lessce to be performed
under this Lease. All of Lessor's remedies are cumulative, and may be exercised concurrently or
separately.

Bankruptcy. Neither this Lease nor any interest therein is assignable or transferable by operation of
law. If any proceeding under the Bankruptcy Act, as amended, is commenced by or against the
Lessee, or if the Lessee is adjudged insolvent, or if Lessee makes any assignment for the benefit of
his creditors, or if a writ of attachment or execution is levied on the Equipment and is not released or
satisfied within ten (10) days thereafter, or if a receiver is appointed in any proceeding or action to
which the Lessee is a party with authority to take possession or control of the Equipment, Lessor
shall have and may exercise the option to, without notice, immediately terminate the Lease. The
Lease shall not be treated as an asset of Lessee after the exercise of said option.
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Ownership. The Equipment is, and shall at all times be and remain, the sole and exclusive property of
Lessor; and the Lessee shall have no right, title or interest therein or thereto except as expressly set
forth in this Lease.

Additional Documents. If Lessor shall so request, Lessee shall execute and deliver to Lessor such
documents as Lessor shall deem necessary or desirable for purposes of recording or filing to protect
the interest of Lessor in the Equipment including, but not limited to a UCC financing statement.

Entire Agreement. This instrument constitutes the entire agreement between the parties on the subject
matter hereof and it shall not be amended, altered or changed except by a further writing signed by
the parties hereto.

Notices. Service of all notices under this Agreement shall be sufficient if given personally or by
certified mail, return receipt requested, postage prepaid, at the address hereinafter set forth, or to such
address as such party may provide in writing from time to time.

If to Lessor:  Thomas L. Gautsch, M.D.
570 Hartsville Pike,
Gallatin, TN 37066

Ifto Lessee:  Advanced Diagnostic Imaging, P.C.
PO BOX 249
Goodlettsville, TN 37070

Assignment. Lessee shall not assign this Lease or its interest in the Equipment without the prior
written consent of Lessor.

Governing Law. This Lease shall be construed and enforced according to laws of the State of
Tennessee.

Headings. Headings used in this Lease are provided for convenience only and shall not be used to
construe meaning or intent.

IN WITNESS WHEREOF, the parties hereto have executed this Lease as of the day and year first
above written.

L}

Loz (T e
Thomas L. Gautsch, M.D. vanccmé Imaging, P.C.

Lessor Lessee
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LEASE AGREEMENT

LEASE AGREEMENT made this 9th day of January 2015, between Thomas L. Gautsch, M.D. (hereinafter
referred to as "Landlord") and Advanced Diagnostic Imaging, P.C. (hereinafter referred to as "Tenant™).

IT IS THEREFORE AGREED:

1. PREMISES: The Landlord shall lease to the Tenant approximately 369 square feet of space within the
office premises located at: 570 Hartsville pike, Gallatin, TN 37066.

2. LEASE TERM: The term of this lease shall be for a period of Five years, commencing on a mutually
agreeable date following the date that a CON for MRI services is granted to ADI at this location. The lease

term can be extended only by mutual agreement of the parties hereto.

3. RENTAL AMOUNT: The Tenant shall pay to the Landlord an annual sum of $4,428 (Four Thousand
Four Hundred Twenty-Eight dollars), $12.00 per square foot of leased space, to lease the property. Rental
payments shall be paid in monthly payments, cach of which shall be in the amount of Three Hundred Sixty-
Nine ($369.00), and each of which shall be paid on the 1st day of the month.

4. OPTION TO RENEW: The Tenant shall have an option to renew this lease on the premises for a Five
year period. The Tenant's option to renew must be exercised in writing and must be received by the Landlord

no less than 30 days before the expiration of this lease or any extensions thereof.

5. ARBITRATION: Any controversy or claim arising out of or relating to this lease agreement or the
breach thereof shall be settled by arbitration in accordance with the rules then obtaining of the American
Arbitration Association, and judgment upon the award rendered may be entered and enforced in any court

having jurisdiction thereof.

6. NO VIOLATION OR BREACH: The Landlord and the Tenant warrant and represent each to the other
that the performance of this agreement does not violate any laws, statutes, local ordinances, state or federal
regulations, regarding controlled substances, or otherwise, or any court order or administrative order or
ruling, nor is such performance in violation of any loan document's conditions or restrictions in effect for

financing, whether secured or unsecured.

7. BENEFIT: This agreement shall be binding upon and inure to the benefit of the parties hereto and their

legal representatives, successors and assigns.

8. NOTICES: Any notice required or desired to be given under this agreement shall be deemed given if in
writing sent by certified mail to the addresses of the parties to this lease agreement as follows:
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Landlord: Thomas L. Gautsch, M.D., 570 Hartsville Pike, Gallatin, TN 37066
Tenant: Advanced Diagnostic Imaging, PC, PO BOX 249, Goodlettsville, TN 37070

9. CAPTIONS: Captions are used in this agreement for convenience only and are not intended to be used in

the construction or in the interpretation of this agreement.

10. INVALID PROVISION: In the cvent any provision of this agreement is held to be void, invalid or
unenforceable in any respect, then the same shall not affect the remaining provisions hereof, which shail

continue in full force and effect.

11. ENTIRE AGREEMENT: This agreement contains the entire understanding of the parties. It may not
be changed orally. This agreement may be amended or modified only in writing that has been executed by

both parties hereto,

12. INTERPRETATION: This lease agreement shall be interpreted under the laws of the State of

Tennessee

Landlord: Thomas L. Gautsch, MD

== P

Tenant: Advance%ﬁc Imaging, PC
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ATTACHMENT B.IIL(A)1
COPY OF PLOT PLAN

Southern Sports Medicine Institute
570 Hartsville Pike
Galiatin, TN 37066

0.80 acres

|
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— — — — — —
— — — —
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ATTACHMENT B.IV

COPY OF FLOOR PLAN
e ———————————— _1.;.1-.,'._ E—————————————————————— ;;"’a.
Scanner
Pavillion
MRI Room %
Control
—1
- <|

MRI Room 308 sqft., contains scanner and its equipment

(An additional 61 sqft. is attributed from common space.)

5?2



fpcta et e i b llem pausalds 4Y

T Y W

a3Lsvoila3iaog

oreg | W0- =L S01.-928 (809)  :xed
00/00/00 Iem MaN Qk Z <U ml m £99z-828 (809) :euoyd
‘sjepiu] SN L12¢S IM ‘NOSIQVIA
” E==E Irem Bulispx3 IesL puejuesH 9z
:Jjeroiddy 1noj
104 ajeq pue ubjs aseald SHliES = g dd0d ¥VNNT 3O
LB
= — —
JnoAe] uoljired ajdwes - JnoAe] DX NVIS-3 [edidA |
S
Jeun 39 Aq pajjelsul pue
paliddns - uoljined 4y Buipuelsealg |
‘SLNY I
T¥2IGINCIF ¥FHLO
b 80 SYINYWIOVL
a HLIM SNOSY3d ¥0d
3INOZ NOISNTOX3

W8 =&l

87 m”"u“ il
3josuon
10jesadg

W0-.G1

3

14

W0 -

‘ANIT SSNVO § @

SuoIsusLULIp jenjoe 104
apin9 Butuueld ays ay}
ul g bi4 1 Bd 988
13NVd
NOLLY¥L3ANAd 4
a3ddns ¥vNn1 39 m

gIyING3y 131LN0
Ad3ANNOYO dINV0Z
‘OVAOLL @31V21a3d m

W3IJAOW 30INYFS
HOH d345IND3Y
3NIT INOH43T3AL @

¥aIN3o0sl Lanoww (G

E )Y




54



ATTACHMENT C. NEED -3
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Attachment Section C,
Economic Feasibility, [tem 4

OTHER EXPENSES CATEGORIES

Expensable Capital Purchases
Janitorial Service

Pest Control

Total Insurance

Licenses and Permits

Postage and Delivery

Printing and Reproduction
Service Repairs & Maintenance

0NV A WN R

Total Other Expenses

OTHER EXPENSES
Year 2011 Year 2012
$1,640 $268
$404 $430

$39 S48
$3,368 $210
$2,400 $-
$287 5167

$61 S-
$2,922 $1,350
$11,120 $2,473

Year 2013

S-
$420
$49
$249
$1,200
$98
$72
83,721

$5,809
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Attachment Section C,
Economic Feasibility, Item 8
Original Scanner Purchase Agreement
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General Eleclric Company
3E Meace! Sydems
PO Box 414, Mimaisuoe. Wi 832010404

www QoMmed:all com

Quotation Number; 52.C3818 V 1

Southern Sports Medicine Alln: Cheryl Cleveland Date: 05.27-2004
370 Hartsville Pike Adminisirator
Gallatin TN 37066-2450 570 Harlsville Pike

Gallatin TN 37066-2450

Geneoral Eleclic Company, GE Madical Systems, is pisased lo submit this Quolation for the products descrlbed herein, subjec! (o the
anclosed Terms and Conditions of Sala for GE Medical Systems Products {F3730 9/03), and the following:

+ Terms and Conditions; :

« Warranty:

« Terms of Delivery:

« Quotatiort Expiratlon Dale:
« Billing Terms:

+ Paymeni Terms:

« Cantract Price Protection:

Olher Terms and Conditions may sppiy to cerlain products in this Quotation
(e.g., Accesseries). Il applicable, such additional Terms and Condilicns are
also enclosed and will apply 1o the specified progucts,

The enciosed GEMS Consolidated Product Warranty (F37Q5 9/03) witt apply
o GEMS dlagnoslic imaging systems. Olher warranlies may apply lo certain
products in this Quotation (e.q., Accessorles). If applicable, such additional
Warranties are also enclosed and will apply to the speciied products,

CiF
06-15-2004
10% down { T0% delivery / 20% instaliation or firs! patient use

UPQON RECEIFT

12 monlhs from dale of contract execution, subject lo increase 0.5% per
month after such 12 months peticd.

General Eteclric Company, GE Madical Systems

Submitied By:
James English Dale

Saies Rep
3 [3f

Authorized Cusiomer Date
Represantative

CUSTOMER
Agreed To By:

Print or Type Name
Tile Y

PO#

Agreed Ta By:
Aulhorized Company Date

Representalive

of

Please return lo your local sales
represemtative

&(‘_Q &‘p‘% o hCe 0’}) ~+haaa Koo Convth ng e T

rpon MRT System
Crstallen o e

ning Ao Loverne D,




Genera! Electric Company
@ OF Medcal Sysens
PO Bosd )4 Mitwnuhee VA 33701 04 4

wrww gemedosl corm

CQuolation Number: $2-C3818 V 1

QUCTATION
Qty Catalog No. Description

1 HB700ES The E-Scan XQ Magnetic Resonance Imaging unit is designed spacifically for imaging of the
extremities, (knee, shoulder, lower leg, ankia fool, hand, wilst, forearm, elbow and g timtled
population of hips dua fo ganiry size).

E-Scan XQ Magnet
The uniqua open magnet design is basad o many yaars of advancsd research and clinical feaduack
in the area of extremily imaging.

* Field sfrangih: 0.2T +/- 10%

. Type; Permanent

¢ Fleid Orientalion: Verlical

. Weigh_t 3,792 1bs

. Gradlent Strenght: 20mT/m

. Slew Rate: 25mT/m/ms.

. Gradient Rise Time: .8 msec from 0 - +20mT/m

. 5G Line: Maximum 4'-3" (from Isocanter)

. Envirohmental: inteinat Thermostatic Control System

E-Scan XQ RF System

The E-Scan XQ gantry features a self-centering RF coil positioning system, insuring the coll is alwilys
in the cenler of the magnelic field. The colls, except for the flaxible coll, are on a swivel base allowing
them to rotale up lo 120 degrees lo accommodate any patient posillon,

Preamplifiers integrated into the RF cails provide optimal image qualily,

. Coil Design: Dual Phased Array. Knee, Wrist and Anide
Solenoidal: Shioulder

. RF Coiis: Shoulder: (14.5x17.5x12.6 cm)
Knee: {14.3x16.0x18.3 ¢m)
Wirist: {11.8x7.2x28.5 om)
Ankle: (14.5x10.0x20.2 cm)



Genesnat Electric Company
@ GE Medcal Systemsy
PO Box 414, Miwaukpe, W $3201.0404

www gerecosl com

Quotalion Number: $2-C3418 Vv 1

Qiy Calalog No. Description

. Max RF Power: 600W

* Preamplifiers; ntegraled in each coil.

Posiliohing: Padding set included providing comfortable patlent positions and restricling
movement.

E-SCAN XQ Image Display Sysiem

The advanced techinology platicrm uses Ihe Windows 2000 Professional operating system. The user
interface is extremely easy to use allowing

current Windows users 10 learn the system quickdy.

. CRU: Pentium 11l
. Memory (RAM): 256 Mbyle
. Hard Disk: 20 GB - stores 130,000 and 256 x 256 images
. Image Archiving: 3 1/2%, 1.3G8
Re-writable Magnelo-Optical Disk (MOD} stores up to 8,000 256x256 images.
. Re-wrifable CD ROM unit (standard § 1/4" Disks) stores up 1o 5,000 256x256 images

. Patieat Mgmd: Patlent database system tracks previous patients scans by disk number (MOD)

. Image Archiving; 3 1/2”, 1.3GB Rs-writable Magneto-Oplical Disk (MOD) stores up to 8,000,
256x256 images Re-writable CD ROM unil (standard § 1/4” Disks) stores up la 5,000, 256x256

images
Palienl Mgmt; Palient database system tracks previous patients scans by disk number {MOD)

. User Interface: Keybard and Mouse
. Operaling Syslem: Windows 2000 Professional
. Graphical Interface: Windows

. Signal Processor: Digital 72 Mflops, 128 M8 Mem

AT PN e s [ N ann



Genaersl Electric Company

€ Mecical Sywems
3 PO Box 414, Milwaykee W1 53201 (404

Quolatiori Nymbe: 82.03818 v 1

Qly Calslog No Description

‘ Control Processor: 40 MIPS, 256KB Memory

. Reconstruction: 0.8 sec {per 256x256 Image)
. Image Format: DICOM 3.0
. Netwarking: DICOM 3.0 Storage, Media Exchange, Print and Worklis! Manaqemgnl

NOTE: Customers will be required (o provide cabling, appropirate Inlerface devices and network
conngction from the E-SCAN XQ operator console 1o the teloradiolagyfviewing location. Customer is
also responsible for all telephone, netwark and/or internet savice provider charges. Contact your
GEMS Orthopedics Sales Representative for spacific requirements and recommendations.

E-SCAN XA IMAGING PARAMETERS

E-SCAN XQ has been developed solely loimage extremilies. By using standard MR ; imaging
sequerices, patient throughput is fast and efficient.

Pulse Sequences:

. Seout érlhogonat rulfi-plane (3 orlhogonat axis)
©  Spin Egho (SE)

. Gradient Echo (GE)

. Mulliple Spin Echo (ME)

. Inversion Recovery (IR}

. STIR

. Turbo Spin Echo (TSE)

. Turbo Multiple Echa (TME)

. Half 8pin Echo (HSE)

' Half Fourier (HFE)

. Gradient Echo STIR (GEFS)



General Electric Company
@ GE Medcel Systems

PO Box 614, Mitwaukee, YA 532010404

wew Qemadical com

Quotstion Number: 52-C3818V 1

Qly Catalog No. Descriplion

' 3D Gradlent Echo (GE3D)

' Turbo 3D (T3ID)

Image reconstruction:

. 20 Fouriar Transform
4 3D Fourler Transform
Slice thickness:

+ 2D from 2.0mm to 10mm, 0.5mm increments
+ 3D from 0.7mm to 10mm, 0.7mm Increments

Interslice Spacing

® Conliguous slices available, syslem default

Slige Orientation

. Transvers
!
+  Sagitta)
i
. Cozonél
. Oblique and Double Oblique

Slice Packages:

. Multiple packages parallel
. TR independent from the number of slices

Acquistion Matrix:
» 20 from 192x128 lo 256256

. 3D from 192x128x24 {0 256:256x128



General Electric Company
Q€ Med<al Syweme
PO Box 414, Miwasae, W 332010404

www Qemedhcal GO

Qualaton Number: §2-C3818 v 1

Qty Calsiog No. Description

Resolution:
. Min: 0.4mm

Flald of View:

. 100men to 300mm, 10mm increments

, Displayed FQV, t4cm

Number of Slices:

. 196

E-SCAN XQ _image Processing and Manipulation
The E-SCAN XQ provides pawerful and easy to use image manipulation tools,

Heip: Tulorial on line
Multi-lasking:

4 All operalins can be performed in parallel
v Indicatar of background task (format, archive, sic}

Exam Queus:

. Managemant and planning of scan queue for 2 complete examination
. Custornization of protocols wilh archiving

Fostioning:

’ Visualize current image with geomelrical references on the scout image
- Graphic Posilioning by using the mouse

Quality Conlrot

. Real lime quality indicalor gives the user a clear indicalion abou! sean qualily with reference lo
the chosen paramielers before starting the scan

{rmage Teols:
On single Image or complele series;

. Window widlh/tavel



GE Medcal Systemy
PO ox 414, Miwaukes. W1 53201 0404

wow gemedcsl corn

0 General Electric Company

Quotaton Number; S2-C3818 v 1

Qty Calalog No. Description
. Zeom
. Pan
. Cﬂp
. Rotate
: v
. Mirror

. Measuremetns

+  Distance

3 Angla

. ROt (manual, rectanguiar, oval) size, media
. Slandard devialion

. Annolation on images

Dalabase functions

. Search-alphabatic, chronologicat, patient
. Sort
. Archiving and expott function for MOD and CD-ROM

E-SCAN X0 Siting Requirementls

The E-SCAN XQ design makes the siling of the syslem cost effective and very simple. Requiring no
special power of air conditioning the E-SCAN XG can typically be placed in a room as small as
12Zx12 {144 square feet). Custom sile layouts, RF shielding solutions and site planning support is
provided through the GEMS Orthopedics Instaliation Team.

Weights
. Magnet and Tabls welght: 4,519 Ibs.
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General Eleclric Company

QE MeuUcal Systems

PO Box 414, Milwaukee, Wi 53201-0404
‘wyrw . gemadical.com

Quolalion Number: S2-C3818V 1

Qly Catalog No.

Description

1

HB70GHP

HET0OKT

HB700PP

HB700WP

HB706MD

E4502KA

HETCELM

HB700MM

HB700RP

. Operator Conscla: 331 Ibs.

RF Shielding - Required

Power Requlrement - 11GVAC, +/-10% 16AMP Service

Power Consurnption’ 16KVA {0 8KVA on stand-by}

Telephone Line: A customer supplied and mainiained dedicaled fing Is required for the E-SCAN XO
Remole Assislance System

HOSPITAL GRADE PLUG

MR Inslaliation Kit

¥

Rectangle Position Pads

4 Wadges Position Pads

3-172 MAG OPT DISK 640MB

1.5 KVA UPS - 120 Vot inputCutput . R

18 inch High Resolution LTD Moniter

High Resclulfon monitor for use with the
E-SCAN XQ and C-SCAN Exiremity MRS systems.

The Magnetic Compensation Module is 3 special device that allows (ne instaliation of the E-SCAN in
sites where a MRl unit typically cannot be inslslied becauss of the presence of variations in fhe
axternal magnetic field.

This could be caused, for exampie, by metal masses moving nearby the magnet, sucn as an elevalor,
train or by AC magnelic disturbances

This device awids the nead io instak expensive magnetic shieifing,

1t is composed of:

- a probe that takes measurements of the external magnetic noise, and

- g coil that compensatas the magnetic fiuctualions measured by the probe.

Modular RF Screened Pavilion

The pavition Is 8 modular RF enclosure
assembied on-site. This Yoom within a room™
features an aluminum frame and wall panels
with dual sfiding access doors. The room
weighs approxdmately 862 ibs. completed and

- . - . s m e



Ganeral Electric Company

@ GE Madical Sysiems
PO Box 414, Milwaukae, Wl 53201.0404

www.gamedical.com

Quotation Number: $2-C3818 Vv 1

Qly Catalog No. Description

provides 70 d8 of RF attenualion, Itis

appropriate for stes wilh ample room {system

(s 14 feet, 9 Inches wide x 13 feel, 3 inches

deep X 8 inches high} and low RF profiles
(maximum RF 70 d8& mvim). The fioor holding

the pavilion ghould be finished to a flalness

of 1/4 inch over 10 fgal, This room includes
instaltation and deiivery, Buyer accapls
responsibilily for all site medifications,

permits and approvals. GEMS ORTHOPEDICS wiil
pravide complele defalls o your architect or
bulider. See the GEMS ORTHOPEDICS Site Planning
Guidae for details on Whis room.

1 HB706TA MRI Training 1 Day On-Sile

1 HBT0BTM Training for one qualified MR Technologist in the use and operation of the E-SCAN XQ al lhe GEMS
Orthopedics headquarters in Madison, Wi for an inilial period of 4.5 days (8 hours per day, Monday
8:00 am through Thursday 5:00 pm, and Friday 8:00 am la 12:00 noon). This unintenupled iraining
provides hands-on scanning on an E-SCAN XQ system. Reasonabie lravel and living cosls are
included,

1 EB200E Codonlcs Horlzon Grayscale 14 Inch x 17 Inch
Fiim-Only Diagnostic Imager with DICOM Light
{2 Associations) ,.E

1 E8200F Codonics DireclVista 8lue Film, 14 Inch x
17 Inch, 500 Sheets per Box H

Quote Summary;

Total List Prica: $619,823.00
Totai Discount: $204.832.93
Total Quole Seliing Price: $414,980.07

{Quoled prices do not reflect 5tale and Jocai laxes If applicable}

4 Year QuantaCare Service Coniract @ $120,000 if purchased with system.

Al progress peyments, induding ina delivery porlion, Bre duse 10 us £riox 10 firal system calibiration. We resarve the right Lo delay final eyslem
cakoration urtd gt such puyrments sre recaved. If we incur any coliection expenses [or past dua payments, we resenve the right Lo charges yau for such
experses, up o the smourt of 10% of (he past duo payments, and you agree Lo reimburae us for such sxpenses.

We wil sccepl order changes up 1 5 woeks prior (o thi scheduled amival datp (the expecied equipment delivery dale) or within 3 husiness dayw sfter



General Electric Company
(%}l GE Medical Sysiems

PO Box 414, Miwaukee, Wi 532€1.0404
www.germnedicat.com

Quolation Number, $2-C3818 v 1

we receive your ordar. We reserva Iha right lo dény late change requests. If we accept late requests, delivery may be delayed.

ANY CONTRACT RESULTING FROM THIS QUOTATION WILL BE BASED SOLELY AND EXCLUSIVELY ON OUR TERMS AND CONDITIONS CF
SALE FOR GE MEDICAL SYSTEMS PRODUCTS AND OTHER TERMS AND CONDITIONS CONTAINED IN OR REFERENCED 8Y THIS
QUOTATION,

'TEMS ASSOCIATED WITH THE ORDERED PRODUGTS AND PROVIDED URDER THIS QUOTATION WITHOUT SEPARATELY IDENTIFIED
CHARGE CONSTITUTE —DISCOUNTS OR OTHER REDUCTIONS iN PRICE™ UNDER APPLICABLE FEDERA! LAW (42 U.S C. 1320a-7b).

IT 18 THE CUSTOMER'S RESPONSIBILITY TO DISCLOSE SUCH “DISCOUNTS DR OTHER REDUCTIONS IN PRICE™ AS MAY BE REQUIRED
UNDER ANY STATE OR FEDERAL PROGRAM WHICH PROVIDES GOST OR CHARGE BASED REIMBURSEMENTS TO THE CUSTOMER FOR
THE PRODUCTS OR SERVICES PROVIDED UNDER THIS QUOTATION

FOR“HL™ OR "NW™ FREFIXED CATALOG NUMBERED PRODULTS, OTHER THAN “NLE21™, ™NL528™, ~NL531™ OR TNLE3E™, WE DO
NOT PROVIDE PRE-INSTALLATION OR EQUIPMENT PLANNING SERVICES, INSTALLATION, WARRANTY, SERVICE, PARTS ORt
APPLICATION SUPPORT. “FOR 'E* PREFIXED CATALOG NUMBERED PRODUCTS, THE SINGLE LETTER (A THRQUGH H} SHOWM AT THE
END OF THE QUOTATION DESCRIPTION INDICATES THE SERVICE CODE FOR THE PRODUCT. AN EXPLANATION OF THIS COOE IS FOUND
ON THE REVERSE SIOE OF THE ACCESSORIES WARRANTY INCLUDED WiTH THIS QUOTATION

PRICES SHOWN N THIS QUOTATION DO NOT INCLUGE TAXES WHERE AP PLICABL E, THEY WILL BE ADDED AMD SHOWN SERPARATELY
ON INVOICES AT TIME OF BILLING, IF YOU ARE TAX EXEMPT AND THIS IS YOUR FIRST ORDER WITH US, PLEASE REMIT A COPY OF
YOUR TAX EXEMPTION CERTIFICATE WITH YOUR QRDER,

IF THIS ORDER INCLUDES PRODUCTS MANUFACTURED 8Y GE MEDICAL SYSTEMS INFORMATION TECHNOLOGIES, INC, ("GEMS 1T},
AN AFFILIATE OF GENERAL ELECTRIC COMPANY {A} GEMS 1T WILL INVOICE YOU SEPARATELY FOR THE PORTION OF THE QUOTATION
PURCHASE PRICE ATTRIBUTABLE TO SUCH GEMS IT PRODUCTS, PER THE SAME PAYMENT TERMS REFERENCED HEREIN, AND YOU
AGREE TO PAY GEMS 1T FOR SUCH PORTION OF THE PURGCHASE PRICE, AND (B) UNLESS A SEPARATE GEMS IT WARRANTY IS
REFERENCED iN ANO ATTACHED TO THIS QUOTATION, SUCH GEMS iT PRODUCTS WILL BE COVERED BY A 12 MONTH WARRANTY PER
THE TERMS OF THE GEMS CONSOLIDATED PRODUCT WARRANTY."



ATTACHMENT C,
ECONOMIC FEASIBILITY - 10
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Revenue
Professional Fees
Refunds

Net Professional Fees

Professional Fees - Premier Rad.

Other Revenue

Total Revenues

Operating Expenses
Staff Compensation
Staff Physician Compensation
General & Administrative Expenses
Billing & Collections
Teleradiology
Insurance - Malpractice

Non Operating Income & Expenses
Total Operating Expenses
Available for owners income
Owners Compensation

Owner Compensation

Owner Bonuses
Total Owners Compensation

Owners Income / <Loss>

Total Expenses

Advanced Diagnostic Imaging, PC
Income Statement
Period and Year to Date Compare to Last Year w/Percents
For the Period from October 1, 2014 to October 31, 2014

Last Year to
Current Period Year to Date Date

5,251,142 101% 41,386,000 101% 24,001,208 101%
-43,602 1% -350,294 -1% -173,542 1%
5,207,541 100% 41,035,707 100% 23,827,666 100%
787,274 15% 3,359,283 8% 3,859,758 16%
47,817 1% 474,926 1% 168,058 1%
6,042,631 116% 44,869,916 109% 27,855,482 1M17%
798,119 15% 6,517,993 16% 2,559,308 1%
1,799,763 35% 13,964,561 34% 6,089,372 26%
459,043 9% 3,933,910 10% 2,217,973 9%
351,727 7% 3,001,491 7% 2,302,507 10%
25,003 0% 715,947 2% 322,095 1%
60,470 1% 753,381 2% 527,985 2%
20,208 0% 211,866 1% 85,295 0%
3,514,333 67% 29,099,148 71% 14,104,536 59%
2,528,299 49% 15,770,768 38% 13,750,946 58%
1,049,318 20% 10,564,300 26% 9,871,874 41%
1,710,338 33% 3,054,755 7% 1,204,505 5%
2,759,656 53% 13,619,055 33% 11,076,379 46%
-231,358 4% 2,151,713 5% 2,674,567 11%
6,273,989 120% 42,718,203 104% 25,180,916 106%

A9



Advanced Diagnostic Imaging, PC
Balance Sheet
October, 2014

ASSETS

Current Assets
Cash Operating
Intercompany - Rec. / <Payable>
Other Current Assets

Total Current Assets

Fixed Assets
Leasehold Improvements
Equipment - Net

Net Fixed Assets

TOTAL ASSETS

LIABILITIES AND EQUITY
Current Liabilities
Accounts Payable
Other Accrued Expenses
Other Current Liabilities
Total Current Liabilities
Notes and Loan Payables
Funds Transferred from Subsidiaries
Deferred Revenue
Total Long-Term Liabilities
Total Liabilities

Total Equity

TOTAL LIABILITIES AND EQUITY

Balance

1,952,131
66,079
21,655

2,039,865

79,820
647,160

726,980

2,766,845

202,865
68,643
108,994

380,502

305,000
83,565

388,565

769,068

1,997,778

2,766,845

70



Section C, Contibution to the Orderly Development of

Healthcare, 7 (b)

Accreditation
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TrRAUGER & TUKE
ATTORNEYS AT LAW
THE SOUTHERN TURF BUILDING
222 FOURTH AVENUE NORTH
NASHVILLE, TENNESSEE 37219-2117
TELEPHONE (615) 256-8585
TELECOPIER (615) 256-7444

January 9, 2015

By hand delivery

Melanie M. Hill

Executive Director

Tennessee Health Services & Development Agency
Andrew Jackson Building, 9th Floor

502 Deaderick Street

Nashville, TN 37243

RE: Advanced Diagnostic Imaging, P.C. Letter of Intent
Dear Melanie:

Enclosed please find the original and two copies of the Letter of Intent for the referenced
project. Publication of Intent was published in this morning’s Tennessean, and ADI and Dr.
Gautsch anticipate filing the certificate of need application within five days.

Very truly yours,

T~ —

Byron R. Trauger
BRT:kmn

Enclosures

cc: Thomas L. Gautsch, M.D.
Ryan D. Brown, Esquire



State of Tennessee

Health Services and Development Agency

Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

www.tn.govihsda Phone: 615-741-2364 Fax: 615-741-9884

LETTER OF INTENT

The Publication of Intent is to be published in the TNENI\!ESSEA)N which is a newspaper

of general circulation in SUMNER Tennessfe% on or before 1/09 , 2015
Count) (Month / day)(Year)

for one day. ’ '

This is to provide official notice to the Health Services and Development Agency and all interested
parties, in accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and
Development Agency, that:

Advanced Diagnostic Imaging, P.C., a professional private practice owned by itself, with an ownership
type of Professional Corporation, and managed by itself, intends to file an application for a Certificate
of Need to allow existing MRI services granted to Thomas L. Gautsch M.D., P.C. in the office of and in
conjunction with the practice of Southern Sports Medicine Institute to continue to be provided in the
same location, under ADI, d/b/a Advanced Heaith Partners, the multi-specialty physician group
private practice that Dr. Gautsch is joining. No new equipment or construction will be required. The
same open, extremity scanner and location, 570 Hartsville Pike, Gallatin TN, will be used and remain
in place. The total anticipated project cost is $624,935, inclusive of the value of the occupied space,
legal/consulting fees associated with this application, and potential future cost of replacement of the
existing MRI unit.

The anticipated date of filing the application is on or before January 14, 2015.

The contact person for this project is

Byron R Trauger, Attorney,
who may be reached at Trauger and Tuke,
222 Fourth Avenue North, Nashville, TN 37219. (615) 256-8585

/%"f//\/%&—‘ 1/09/2015 btrauger@tntlaw.net, tgautsch@kneeguru.com

(Signature) / (date) (E- mail Addresses)




State of Tennessee

Health Services and Development Agency
Andrew Jackson, gt Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

CONSENT CALENDAR

February 2, 2015

Byron R. Trauger, Esq.
Trauger and Tuke

222 Fourth Avenue North
Nashville, TN 37219

RE:  Certificate of Need Application for Advanced Diagnostic Imaging, P.C. d/b/a Southern
Sports Medicine Institute -- CN1501-002

The applicant is seeking approval to continue in-office magnetic resonance imaging (MRI) services limited
to extremities approved in Thomas L. Gautsch, MD, PC, CN0110-088A, under the ownership of Advanced
Diagnostic Imaging, PC d/b/a Southern Sports Medicine Institute (SSMI), an existing multi-specialty
physician practice group that Dr. Gautsch is joining. Other than the change in ownership, no change in site,
equipment (GE Lunar E-Scan 0.2 Tesla Open MRI scanner) or imaging services (extremity MRI scans) will
occur. The project cost is $624,935.00.

Dear Mr. Trauger:

This is to acknowledge the receipt of supplemental information to your application for a
Certificate of Need.

Please be advised that your application is now considered to be complete by this office. Your
application is being forwarded to the Tennessee Department of Health and/or its representative
for review.

In accordance with Tennessee Code Annotated, §68-11-1601, et seq., as amended by Public
Chapter 780, the 30-day review cycle for CONSENT CALENDAR for this project will begin on
February 2, 2015. The first thirty (30) days of the cycle are assigned to the Department of
Health, during which time a public hearing may be held on your application. You will be
contacted by a representative from this Agency to establish the date, time and place of the
hearing should one be requested. At the end of the thirty (30)-day period, a written report from
the Department of Health or its representative will be forwarded to this office for Agency review
within the thirty (30)-day period immediately following. You will receive a copy of their
findings. The Health Services and Development Agency will review your application on March
25,2014.



Byron R. Trauger, Esq.

Trauger and Tuke
February 2, 2015
Page 2

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. § 68-11-1607(d):

(D No communications are permitted with the members of the agency once the Letter
of Intent initiating the application process is filed with the agency.
Communications between agency members and agency staff shall not be prohibited.
Any communication received by an agency member from a person unrelated to the
applicant or party opposing the application shall be reported to the Executive
Director and a written summary of such communication shall be made part of the
certificate of need file.

2) All communications between the contact person or legal counsel for the applicant
and the Executive Director or agency staff after an application is deemed complete
and placed in the review cycle are prohibited unless submitted in writing or
confirmed in writing and made part of the certificate of need application file.
Communications for the purposes of clarification of facts and issues that may arise
after an application has been deemed complete and initiated by the Executive
Director or agency staff are not prohibited.

Should you have questions or require additional information, please contact me.
Sincerely,

N VRS TR U

Melanie M. Hill
Executive Director

cc: Trent Sansing, CON Director, Division of Health Statistics



State of Tennessee

Health Services and Development Agency
Andrew Jackson, g™ Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

MEMORANDUM

TO: Trent Sansing, CON Director
Office of Policy, Planning and Assessment
Division of Health Statistics
Andrew Johnson Tower, 2nd Floor
710 James Robertson Parkway

Nashvillemn%

FROM: Melanie M. Hill
Executive Director

DATE: February 2, 2015

RE: Certificate of Need Application
Advanced Diagnostic Imaging, P.C. d/b/a Southern Sports
Medicine Institute -- CN1501-002

CONSENT CALENDAR

Please find enclosed an application for a Certificate of Need for the above-referenced project.
This application has undergone initial review by this office and has been deemed complete. It is

being forwarded to your agency fora CONSENT CALENDAR thirty (30) day review period
to begin on February 2, 2015 and end on March 2, 2015.

Should there be any questions regarding this application or the review cycle, please contact this
office.

Enclosure

ce: Byron R. Trauger, Esq.



State of Tennessee

Health Services and Development Agency
Andrew Jackson, 9" Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

January 20, 2015

Byron R. Trauger
222 Fourth Avenue North
Nashville, TN 37219

RE:  Certificate of Need Application CN1501-002
Advanced Diagnostic d/b/a Southern Sports Medicine Institute

Dear Mr. Trauger:

This will acknowledge our January 14, 2015 receipt of your application for a Certificate
of Need to continue in-office magnetic resonance imaging (MRI) services limited to
extremities approved in Thomas L. Gautsch, MD, PC, CN0110-088A, under the
ownership of Advanced Diagnostic Imaging, PC d/b/a Southern Sports Medicine
Institute (SSMI), an existing multi-specialty physician practice group that Dr. Gautsch is
joining. Other than the change in ownership, no change in site, equipment (GE Lunar E-
Scan 0.2 Tesla Open MRI scanner) or imaging services (extremity MRI scans) will
change as a result of the project.

Several items were found which need clarification or additional discussion. Please
review the list of questions below and address them as indicated. The questions have
been keyed to the application form for your convenience. I should emphasize that an
application cannot be deemed complete and the review cycle begun until all questions
have been answered and furnished to this office.

Please submit responses in triplicate by 1 p.m., January 23, 2015. If the supplemental
information requested in this letter is not submitted by or before this time, then
consideration of this application may be delayed into a later review cycle.

1. Section A, Item 3 and Published LOI
It appears that the name - Southern Sports Medicine Institute - was omitted from the
published LOI in lieu of the name identified in Section A, Item 1, page 1 and the
name noted in the executive summary of the project on pages 5 and 6 of the
application (Advanced Diagnostic Imaging P.C d/b/a Southern Sports Medicine

1



describe the arrangement planned for billing of their professional fees for
interpretation of the applicant’s extremity MRI images as it pertains to their
participation in the TennCare MCOs noted in the applicant’s response. If billing
separately, it would be helpful to include names, medical and provider license
numbers of the radiologists involved in this regard.

. Section B, Project Description, Item L.A

Based on the comments provided in the 34 paragraph of the executive summary
(page 6), Dr. Gautsch, an Orthopaedic Surgeon, a new replacement physician to be
hired in the near future and a non-physician provider are expected to order
extremity MRI imaging for the existing scanner. Please briefly explain how the
referrals of the non-physician provider apply in this regard. Please also briefly
describe how the scope of the project might be broader as a result of increased
referrals by multi-specialty physician employees of ADI located throughout the
Middle-Tennessee area.

. Section B, Project Description, Item ILE (MRI Equipment)

Note: as a suggestion, it would help to attach the vendor quote for purchase of the
agreement as documentation of the response for this item in lieu of providing it as
documentation for Section C, Economic Feasibility, Item 8 on page 28 of the
application. Please provide a replacement cover page for the vendor's equipment
quote labeled as Section B, Project Description, Item IL.E.

Item I1.LE.3 - the description of primary and occasional MRI applications by standard
CPT code and plans for imaging interpretation support by board certified
radiologists of ADI are noted. Please confirm that the radiologists that interpret the
applicant’s MRI images are actively licensed Tennessee physicians.

There is a reference on page 28 to a $100 cost per scan for imaging interpretation
services, which might equate to an annual cost of $72,600 in Year 1 of the project. As
such, please briefly describe the arrangement planned for covering the costs of
professional imaging interpretation fees, including billing of same by ADI, as
appropriate.

. Section C, Need, Item 1 (Specific Criteria, Magnetic Resonance Imaging, (MRI)

The responses are noted. Please provide clarification for the following items:

Item 5.b.



10.

11.

12.

Section C, Economic Feasibility, Item 1

The use of the estimated fair market values (FMV) for both the office space and the
Extremity MRI scanner in the applicant’s Project Costs Chart are noted. Thank you
for providing the comparison with the actual estimated lease costs for these items.

With respect to the MRI cost, the applicant states that the $500,000 FMV estimate for
the MRI equipment cost is a generous estimate to obtain a new replacement scanner
when it becomes necessary. Review of the vendor quote for the existing unit
approved in Thomas Gautsch, MD, CN0110-88A and subsequently acquired in 2004
appears to indicate a cost of approximately $534,990 with discount but before taxes
and shipping. What developments in the manufacture of the General Electric E Scan
X Q unit or comparable replacement unit since 2004 might account for acquisition at
a lower total MRI new equipment/replacement cost at some future year?

Section C, Economic Feasibility, Item 2

Please provide documentation from the applicant’s Chief Financial Officer that
attests to the availability of sufficient cash reserves to support the project.

Section C, Economic Feasibility, Item 4
It would be helpful to have a Historical Data Chart for Advanced Diagnostics, PC
that corresponds to the 2 most recent fiscal periods show in the financial statements

provided with the application.

Historical Data Chart of SSMI-

Given the amounts shown for Gross Operating Revenue and Total Deductions, it
appears that there are math errors in the calculation for Net Operating Revenue
(NOR) in each of the 3 fiscal year periods shown in the table. For example, NOR in
2013 should be $260,320 in lieu of the $309,736 amount shown in the chart. As a
result, net operating income of SSMI appears to be overstated. Please make the
appropriate changes and submit a revised historical data chart in a replacement
page for the application (page 25-R).

As noted, the applicant states on page 28 that the cost for imaging interpretation
services by radiologists is approximately $100 per scan. As such, it appears the cost
might be approximately $72,300 in fiscal year 2013. Where are these costs reflected in
the chart and what were the amounts by fiscal year period?

Absent any amounts in the chart for physician salaries, is it generally correct that
Net Operating Income (NOI) can be interpreted to mean NOI before physician
compensation? Please clarify.



Tenncare

Managed care

Commercial

Self-Pay

Other

Total

15. Section C, Orderly Development, Item 3

The response is noted. Please complete the table illustrating the staffing planned by
the applicant to continue staffing for the MRI service.

Position Title Existing Projected
FTEs FTEs Average Area-wide
(enter year) Year1 Wage Average Wage
Total

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is
not deemed complete within sixty (60) days after written notification is given to the
applicant by the agency staff that the application is deemed incomplete, the application
shall be deemed void." For this application the sixtieth (60t") day after written
notification is March 18, 2015. If this application is not deemed complete by this
date, the application will be deemed void. Agency Rule 0720-10-.03(4) (d) (2) indicates
that "Failure of the applicant to meet this deadline will result in the application being
considered withdrawn and returned to the contact person. Re-submittal of the
application must be accomplished in accordance with Rule 0720-10-.03 and requires an
additional filing fee." Please note that supplemental information must be submitted
timely for the application to be deemed complete prior to the beginning date of the
review cycle which the applicant intends to enter, even if that time is less than the sixty
(60) days allowed by the statute. The supplemental information must be submitted in
triplicate, with a properly executed and notarized affidavit. Please attach the notarized
affidavit to the supplemental information.

If all supplemental information is not received and the application officially deemed
complete prior to the beginning of the next review cycle, then consideration of the
application could be delayed into a later review cycle. The review cycle for each
application shall begin on the first day of the month after the application has been
deemed complete by the staff of the Health Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. 3 68-11-1607(d):
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SUPPLEMENTAL #1

TRAUGER & TUKE January 23, 2015

ATTORNEYS AT LAW 12-41 pm
THE SOUTHERN TURF BUILDING '

222 FOURTH AVENUE NORTH
NASHVILLE, TENNESSEE 37219-2117
TELEPHONE (615) 256-8585
TELECOPIER (618) 256-7444

January 23,2015

VI4A HAND DELIVERY

Mr. Philip J. Grimm, MHA

HSDA Reviewer

Health Services & Development Agency
502 Deaderick Street, Ninth Floor
Nashville, Tennessee 37243

RE:  Certificate of Need Application CN1501-002
Advanced Diagnostic Imaging, P.C. d/b/a
Southern Sports Medicine Institute
Dear Mr. Grimm:

Enclosed for filing, on behalf of my client Advanced Diagnostic Imaging, P.C. d/b/a
Southern Sports Medicine Institute, is an original and three copies of the responses to the
questions and issues you raised in your letter to me of January 16, 2015. Please date stamp an
additional enclosed copy of these responses and return it to me.

Thank you for your assistance.

Very truly yours,
Byron R. Tr%
BRT:kmn

Enclosures

Cc:  Thomas L. Gautsch, MD
Ryan D. Brown, Esq.



SUPPLEMENTAL #1

January 23, 2015
12:41 pm

AFFIDAVIT
STATE OF TENNESSEE
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applicant named in this Certificate of Need application or the lawful agent thereof, that |
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accurate, and complete.
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SUPPLEMENTAL #1
January 23, 2015
12:41 pm

January 22, 2015

Philip Grimm, MHA

HSDA Examiner

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9th floor,

502 Deaderick St.

Nashville, TN 37243

RE: Certificate of Need Application CN1501-002
Advanced Diagnostic d/b/a Southern Sports Medicine Institute

Dear Mr. Grimm,
Following are the responses to your January 16 set of supplemental questions:

1. Section A, Item 3 and Published LOI

It appears that the name - Southern Sports Medicine Institute - was omitted from the
published LOI in lieu of the name identified in Section A, Item 1, page 1 and the name
noted in the executive summary of the project on pages 5 and 6 of the application
(Advanced Diagnostic Imaging P.C d/b/a Southern Sports Medicine Institute). Given
the applicant’s plans to secure approval of the CON under its name and retain as much
public recognition as possible of the existing MRI service, please clarify by confirming
the name of the applicant.

Response: The applicant is Advanced Diagnostic Imaging, P.C.

ADI seeks to replace Thomas L. Gautsch, MD, PC, to whom the existing MRI CON is granted,
to continue “in-office magnetic resonance imaging (MRI) services utilizing a GE Lunar E-scan
0.2 Tesla open dedicated MRI for extremity scanning in the office of and in conjunction with
the practice of Southern Sports Medicine Institute”. After joining the multi-specialty group
ADI, SSMI will be one of the individual cate centers that constitute the private group practice
ADIL. Southern Sports Medicine Institute will remain the name of the facility, becoming a d/b /a
name of ADI

Review of the information on file for ADI with the Secretary of State’s office revealed
several assumed names in calendar year 2103 such as The Hand Center, Pinnacle
Surgical Partners, Advanced Orthopaedic and Spine and Advanced Cardiovascular &
Thoracic Surgery. Please identify all active ADI sites in TN with names & addresses that
provide MRI services (as of January 2015).

Response: ADI curtently does not have any sites that provide MRI services. Dr. Gautsch’s
office location will be the first site offering such services.



SUPPLEMENTAL #1
January 23, 2015
12:41 pm

Review of the state website and Goggle Search also points to what appears to be a
potential organizational linkage between ADI and Premier Radiology. If applicable,
please briefly describe the relationship and identify the names and addresses of all
Premier sites with MRI in TN (if different from the list requested for ADI). It would be
helpful to include an organizational chart with your response to further illustrate the
organizational relationship between the parties.

Response: ADI and Premier ate legally separate organizations. ADI provides professional
interpretations for imaging studies performed at some of the Premier Radiology locations via a
professional services agreement. Some of the radiologists who practice at ADI also have
indirect ownership in Middle Tennessee Imaging, LLC d/b/a Premier Radiology.

Please see attached Organizational Chart.
Please see attached list of the Premier Radiology sites that provide MRI services.

Section A, Item 6

The attachment of the signed lease 1/9/2015 agreement of the 308 square foot office
space at 570 Hartsville Pike in Gallatin, TN between Dr. Gautsch (landlord) and
Advanced Diagnostic Imaging, P.C. (tenant) is noted. In your response, please also
provide a copy of the tile or deed to the property, recent tax record or like item that
documents the landlord’s (Thomas L. Gautsch, MD) ownership of same.

Response: Please see the attached Tax record.

Section A, Item 8
The response is noted.

As described in the Letter of Intent & other parts of the application, the existing MRI
service approved in CNO0110-088A will continue operating as a private physician
practice. Given the potential for allowing a broader scope of patients within SSMI's
service area as a result of joining ADI and participating in its 3t party payor networks,
does the project include MRI services for all patients of the multi-specialty physicians
associated with AD], in addition to those currently registered with SSMI? Please clarify.
In your response, please identity the names & specialties of physician
members/employees of ADI that are expected to refer patients to the applicant’s
Gallatin location for extremity MRI services.

Response: At this time, with the exception of Dt. Gautsch, there are not specific physicians
employed by ADI who are expected to refer MRI services to the SSMI location. Other than Dr.
Gautsch, there is only one other ADI multi-specialty physician practicing in a different part of
Sumner County who may have use for the extremity scanner. However, referral patterns would
make it unlikely that this other provider would use the scanner at Dr. Gautsch’s office.
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4. Section A, Project Description, Item 13

The increase in participation in all active Tenncare MCOs as a result of joining ADI is
noted. Since an immediate benefit of the project appears to be interpretation of
extremity MRI images by any or all of the 37 radiologists employed by AD]I, please
describe the arrangement planned for billing of their professional fees for interpretation
of the applicant’s extremity MRI images as it pertains to their participation in the
TennCare MCOs noted in the applicant’s response. If billing separately, it would be
helpful to include names, medical and provider license numbers of the radiologists
involved in this regard.

Response: Once Dr. Gautsch joins ADI, ADI will bill for the services of the MRI, as it will bill
for all other services performed by Dr. Gautsch. Because Dr. Gautsch will be patt of the same
provider as the reading radiologists, all MRI studies will be billed globally to include both the
technical and professional pottions of the imaging services.

5. Section B, Project Description, Item L.A

Based on the comments provided in the 34 paragraph of the executive summary (page
6), Dr. Gautsch, an Orthopaedic Surgeon, a new replacement physician to be hired in
the near future and a non-physician provider are expected to order extremity MRI
imaging for the existing scanner. Please briefly explain how the referrals of the non-
physician provider apply in this regard. Please also briefly describe how the scope of
the project might be broader as a result of increased referrals by multi-specialty
physician employees of ADI located throughout the Middle-Tennessee area.

Response: SSMI has at various times employed Physician Assistant providers in the practice. It
is anticipated that a future PA working with Dr. Gautsch and/or a new future physician providet
would also order scans utilizing this MRI scanner. As noted in question 3 above, at this time, it is
not anticipated that other ADI multi-specialist physicians will refer to the scanner in Dr.
Gautsch’s office.

6. Section B, Project Description, Item ILE (MRI Equipment)

Note: as a suggestion, it would help to attach the vendor quote for purchase of the
agreement as documentation of the response for this item in lieu of providing it as
documentation for Section C, Economic Feasibility, Item 8 on page 28 of the
application. Please provide a replacement cover page for the vendor’s equipment quote
labeled as Section B, Project Description, Item IL.E.

Item ILE.3 - the description of primary and occasional MRI applications by standard
CPT code and plans for imaging interpretation support by board certified radiologists
of ADI are noted. Please confirm that the radiologists that interpret the applicant’s MRI
images are actively licensed Tennessee physicians.
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Response: The ADI radiologists that will interpret the applicant’s MRI images are all actively
licensed Tennessee physicians, board certified in radiology.

There is a reference on page 28 to a $100 cost per scan for imaging interpretation
services, which might equate to an annual cost of $72,600 in Year 1 of the project. As
such, please briefly describe the arrangement planned for covering the costs of
professional imaging interpretation fees, including billing of same by ADI, as
appropriate.

Response: As noted in question 4 above, ADI will globally bill the MRI services performed in
Drt. Gautsch’s office to include both the technical and professional components of the MRI
imaging. For the purposes of the Projected data chart, an estimate of the average professional
portion of the globally billed setvices is provided as “fees to affiliates” since they are replacing
the “fees to non-affiliates”, the radiologists who cutrently read the studies at a per study cost of
$85 - $100 per study. The annual cost listed in the Historical Data Chart is exclusive of those
government funded programs which require the radiologists to bill for their services directly.

Section C, Need, Item 1 (Specific Criteria, Magnetic Resonance Imaging, (MRI)
The responses are noted. Please provide clarification for the following items:

Item 5.b.
Given the historical utilization in excess of 85% of capacity provided in the response,
was downtime of the unit taken into consideration?

Response: Yes. Although following the 5.b criteria calculates a utilization in excess of 85%, one
experienced additional benefit of this Doctor office based MRI service is the easy ability to
expand or contract hours ot days of operation to match patient and physician needs by simply
shifting job responsibilities internally.

Item 7.b

What existing documentation might help document safety of the unit such as
satisfactory compliance with city or county requirements? Given the age of the unit,
what plans does ADI have to inspect and document the safety of the physical
environment before or shortly after its merger with SSMI?

Response: Standard internal tests are run on the scanner prior to every day of operation.
Additionally, regular periodic maintenance, and recalibration if necessary, is petformed. The
next most comprehensive scheduled evaluation will be in Feb. 2015. ADI will inspect the
physical environment for safety.

Item 7.f
Please identify the ICAMRL accreditation type. Does ADI also maintain accreditation
with this organization at its MRI locations in Middle Tennessee? Please clarify.
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Response: Our [CAMRL accreditation was granted in the area of Musculoskeletal MRI. As
noted above, ADI does not offer imaging at any of its other locations.

There are two primary MRI accrediting bodies recognized by CMS and many insurers — the
American College of Radiology (ACR) and the Intersocietal Commission for the Accreditation
of Magnetic Resonance Laboratoties ICAMRL). Both primary accreditation programs feature
credentialing requirements for medical staff, clinical image quality requirements, equipment
petformance standatds, and quality control measures. When a facility passes MRI accreditation,
the site is awatrded a three-year certification. Premier Radiology Locations are ACR accredited.
Most Radiology groups seck accreditation through the ACR, their professional body. Most
Orthopedic practices with office based MRI scanners seek accreditation by ICAMRL, since the
American Academy of Orthopaedic Surgeons is one of its sponsoting organizations.

Representatives from these below organizations make up the IAC MRI Board of Directors:
BOARD OF DIRECTORS & SPONSORING ORGANIZATIONS

American Academy of Orthopaedic Surgeons (AAOS)

American Academy of Neurology (AAN)

American College of Catdiology (ACC)

American Society of Neuroimaging (ASN)

American Society of Radiologic Technologists (ASRT)

International Society for Musculoskeletal Imaging in Rheumatology (ISEMIR)

Society for Cardiovascular Magnetic Resonance (SCMR)

8. Section C, Need, Item 2 and Section C, Economic Feasibility, Item 11

The responses are noted. In terms of development plans and given the multi-specialty
nature of ADI, was any consideration given to requesting that the limitation to
extremities in CN0110-088A be lifted as part of the project in lieu of having to request
same in the future? Please explain.

Response: It is our understanding that restriction in terms of extremity only scanning mostly
relates to the fact that the scanner located at the SSMI location is only capable of doing
extremity scanning. If at some point in the future it becomes necessaty to replace the scanner at
this location, it may make sense to replace it with a mote modern scanner that is capable of
scanning other parts of the body. With this in mind, it may be most efficient to remove this
restriction from the CON at this time to reduce the administrative burden of having to approach
the HSDA later. Of course unless and until the scanner is replaced, only extremities will be
scanned because that is all that the scannet is capable of doing. There are no curtent plans to
replace the scanner.

9. Section C, Need, Item 5

The 2 tables documenting MRI utilization trend of Sumner County providers are noted.
Regarding utilization reported in the JAR table, what accounts for the significant
difference between the Sumner Station’s MRI utilization for 2013 (4,090) and the
utilization per HSDA Equipment registry records (1,922 MRI procedures).
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Given ADI’s existing operations in other MRI sites in Middle Tennessee, please identify
utilization of each site by completing the table below using MRI procedures
documented in the HSDA Equipment Registry.

Response:
Please see attached trelevant pages from the SRMC 2013 JAR demonstrating their reported

number of MRI procedutes in 2013. The reasons for the discrepancy between the HSDA
Equipment Registry data and the SRMC submitted JAR is unclear. However, there have been
significant changes to large provider networks in that approximate time-frame, in particular the
Blue S Network, for which SRMC remains an in-network provider while Tri-Star facilities no
longer are.

It is actually not correct to say that ADI has existing operations as such in other MRI sites. As
noted above, ADI curtently does not provide MRI setvices. Some of ADI’s radiologist owners
have an indirect ownership intetest in a separate company called Middle Tennessee Imaging,
LLC d/b/a Premier Radiology. However, Premier Radiology is not the applicant for this CON.
Nevertheless, in anticipation of the question posed in regard to Premier Radiology, we have
completed the table below with respect to Middle Tennessee Imaging, LLC's (Premier’s)

locations:
Historical Utilization of Middle Tennessee Imaging, LLC MRI Locations
# MRI
Current Distance % procedures
Provider #units | County gso;qll 2011|2012 | 2013 | Change ‘g)f:t"y‘“er
residents
(type) (miles) ’11-13 (2013)
Mobile MRI Medical
Services 1 mobile | Montgomery 61.8 0 0 1,404 - 0
Premier Radiology
Belle Meade 3fixed | o vidson 372 | 7408 | 7355 ess2| 1% 450
Premier Radiology
Brentwood Loixed || o vidson 82| 774| ssa| 1180 | % 20
Premier Radiology 19.1%
Cool Springs 2 fixed Williamson 47.6 3,828 3,645 3,095 ’ 17
Premier Radiology 6.8%
Hermitage 1 fixed Davidson 28.3 4,869 4,897 4,536 ’ 467
Premier Radiology 0.0%
Midtown 2 fixed Davidson 31.3 0 0 1,266 ’ 73
Premier Radiology 17.6%
Mt. Juliet 1 fixed Wilson 219 2,147 2,508 2,525 ’ 131
Premier Radiology 73.2%
Murfreesboro 1 fixed Rutherford 39.8 2,952 4,755 5,112 ’ 9
Premier Radiology 14.5%
Nashville 1 fixed Davidson 30.9 2,333 2,251 1,994 ' 197
Premier Radiology 49.5%
Smyrna 1 fixed Rutherford 38.4 1,585 2,484 2,370 ' 3
Premier Radiology
St. Thomas Medical
Plaza West 1 fixed Davidson 37.7 0 0 0 0.0% 0

Total 25,896 28,749 30,073 1,367
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10. Section C, Economic Feasibility, Item 1

The use of the estimated fair market values (FMV) for both the office space and the
Extremity MRI scanner in the applicant’s Project Costs Chart are noted. Thank you for
providing the comparison with the actual estimated lease costs for these items.

With respect to the MRI cost, the applicant states that the $500,000 FMV estimate for the
MRI equipment cost is a generous estimate to obtain a new replacement scanner when
it becomes necessary. Review of the vendor quote for the existing unit approved in
Thomas Gautsch, MD, CN0110-88A and subsequently acquired in 2004 appears to
indicate a cost of approximately $534,990 with discount but before taxes and shipping.
What developments in the manufacture of the General Electric E Scan X Q unit or
comparable replacement unit since 2004 might account for acquisition at a lower total
MRI new equipment/replacement cost at some future year?

Response: The referenced $534,990 was for an optional $120,000 service contract over the first
four years, in addition to the quoted price of $414,990 for the actual set-up, scanner, RF
pavilion, control console, large format film printer, pads, wedges, coils, cabinet etc.; all shipped
and installed. Based on our actual repair expetience with this unit, and advice/experience of the
technician with whom GE independently contracted to provide those services to us (at a greatly
inflated price) we would not purchase a service contract with a replacement scanner. We'll do
better to pay directly for the very few repairs typically necessary in those first years, expected to
be less than $50,000.

$414,990 also included items that would not need to be re-purchased with replacement of the
existing scanner: the approximately $20,000 modular RF screened pavilion, and the §30,000
Codonics 14" x 17" digital film printer, made obsolete by a PACS server, and the ability to
securely access studies electronically or burn studies to cd.

Nevertheless, a generous estimate of $500,000 to allow for a future replacement scanner was
made to allow plenty of margin for price, tax, and even a replacement pavilion, operator console,

computer, monitor, etc. and all still fit well within a $624,935 estimated project cost for this
application - to continue the existing MRI services in Dr. Gautsch's office after he joins ADL

11. Section C, Economic Feasibility, Item 2

Please provide documentation from the applicant’s Chief Financial Officer that attests
to the availability of sufficient cash reserves to support the project.

Response: Please see attached letter from the CFO of Advanced Diagnostic Imaging, P.C.
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12. Section C, Economic Feasibility, Item 4

It would be helpful to have a Historical Data Chart for Advanced Diagnostics, PC that
corresponds to the 2 most recent fiscal periods show in the financial statements
provided with the application.

Response: Although an existing project, with existing services, this project is new to ADI
which does not currently have any revenue from MRI services. Therefore, similar to other new
projects, there is no historical ADI MRI data to report. ADI is a physician group with many
employed physicians, all of whom are providing professional medical services. ADI does not
conduct any technical services as a general matter. As noted, after joining ADI, Dr. Gautsch’s
use of the MRI machine will be the first instance where ADI will be providing MRI services.
ADY’s financials are provided to demonstrate ADI's financial standing as the applicant.

Historical Data Chart of SSMI-

Given the amounts shown for Gross Operating Revenue and Total Deductions, it
appears that there are math errors in the calculation for Net Operating Revenue (NOR)
in each of the 3 fiscal year periods shown in the table. For example, NOR in 2013 should
be $260,320 in lieu of the $309,736 amount shown in the chart. As a result, net operating
income of SSMI appears to be overstated. Please make the appropriate changes and
submit a revised historical data chart in a replacement page for the application (page
25-R).

Response: Please see attached revised historical data chart, page 25-R.

As noted, the applicant states on page 28 that the cost for imaging interpretation
services by radiologists is approximately $100 per scan. As such, it appears the cost
might be approximately $72,300 in fiscal year 2013. Where are these costs reflected in
the chart and what were the amounts by fiscal year period?

Absent any amounts in the chart for physician salaries, is it generally correct that Net
Operating Income (NOI) can be interpreted to mean NOI before physician
compensation? Please clarify.

What types of operating expenses account for Fees to Non-Affiliates in Line D.8.b. of the
chart (average cost of approximately $48,400 per year)?

Response: SSMI cuttently pays a group of outside Radiologists to provide readings of the
studies. The cost of reading, secure file transfer and storage, expedited reads etc., is something a
bit less than $100 per study. This is reflected in the fees to non-affiliates listed in the Historical
Data Chart, but is exclusive of those government funded programs which require the
radiologists to bill for their services directly to the carrier.
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Projected Data Chart -

Absent no appreciable increase in the number of MRI procedures performed between
2013 and Year 1, what accounts for the estimated 35% in gross operating revenues of the
project?

Response: The increased charges ate simply a result of Dr. Gautsch joining ADI. ADI has a set
charge-master that it uses for all of its services. ADI does not alter its charge-master by location.
Although billed charges/gross operating revenues will increase, they have been unusually low
and will still be below avetage for Middle Tennessee, and far below average in Sumner County.
Nevertheless, we believe that the billed charges will not be particularly relevant to patients or
insurers, because the chatges do not determine the amounts actually owed by patients ot payors.
Whether $1,540 or $2,107 is charged, Medicare will still only pay $234.43. Similarly with other
carriers, amounts owed are a function of the allowable fot each insurance carrier, which is
determined by CMS or the State, ot as negotiated by contract in the case of commercial
insurance carriers. In all cases the amounts owed for the services provided are significantly less
than the billed charges. This is true for almost all medical providers. For uninsured patients,
ADI has set self-pay rates that are significantly less than the billed charges.

In terms of projected Management Fees, it appears that the applicant expects to incur
new costs related to “Fees to Affiliates” as a result of the merger with Advanced
Diagnostic Imaging, P.C. and will no longer have expenses related to “Fees to Non-
Affiliates”. In addition, the management fees are expected to increase by approximately
154% from $52,955 in fiscal year 2103 to $134,505 in Year 1 of the project. Please explain.

Please identify the amounts budgeted in Operating Expenses pertaining to imaging
interpretation fees by radiologists.

Response: Histotically and currently at SSMI, commercially reimbursed studies are read by non-
affiliated Radiologists, at a pet study cost to SSMI, but they directly bill for government plans
which require it. After approval, all studies will be billed “globally” to all payors and a pottion
for reading, the professional component, attributed to the “affiliated” ADI Radiologists reading
them as an expense to this care center. Additionally, an additional 5% of net revenues
management fee to cover centralized billing and collection costs will be accounted to this care
center.

13. Section C, Economic Feasibility, Item 5

The applicant states that the average gross charge will be $2,107 per MRI procedure.
This amount is consistent with what is budgeted in the Projected Data Chart for the
project. As such, this average gross charge equates to an increase of approximately 34 %
from the $1,570 average gross charge reflected in the Historical Data Chart on page 25 of
the application and the rate reflected in HSDA Equipment Registry records for 2013
($1,540 per procedure).

Given that there appears to be no major changes to the existing MRI service such as
capital outlay for a new MRI scanner and no appreciable change in the payor mix as
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reflected in the table on page 29, it is unclear how the project would have an impact of
this magnitude on the charges of the existing MRI service. Please explain.

Response: The increased charges are simply a result of Dr. Gautsch joining ADI. For
consistency, ADI has a set charge-master that it uses for all of its services. ADI's charge-master
is used by all of its providers at all locations and type of service. Although important for
accounting and internal consistency, in regards to economic feasibility, we believe that the
change in billed charges will have little if any impact on patients or providers because billed
charges do not determine the amounts actually owed by patients or payors. Net revenues are a
function of the allowable rates for each insurance cattiet, as determined by CMS (Medicare),
TennCare, TriCare, VA, Work Comp boatds, or as negotiated by contract, in the case of
insurance cartiers other than Medicare. In all cases the amounts received for services provided
are both significantly less than the billed charges and unaffected by them. This is the case
generally for almost all medical providers. For uninsured patients, ADI has sct self-pay rates
that are also significantly less than billed rates.

14. Section C, Economic Feasibility, Item 9
The table is noted. Please include an entry for Gross Operating Revenue by payor
source in Year 1 of the project. Please provide the revised table below in a replacement

page 29-R for the application.

Response: Please see attached revised table in a page 29-R.

Historical and Projected Service Payor Mix

Payor Source | 2013 SSMI Gross Year 1 Applicant’s Year 1 Gross
Revenue Projected Gross Revenue by Payor
(as a % of total) Revenue Source as a % of
total

Medicare 17.7% $270,692 17.7%

Lemmicare 11.6% $177,403 11.6%

Managed care 10.3% $157,521 10.3%
Commercial 57.6% $880,896 57.6%

Self-Pay 0.5% $7,647 0.5%

Other 2.3% $35,175 2.3%

Total 100.0% $1,529,334 100.0%

15. Section C, Orderly Development, Item 3

The response is noted. Please complete the table illustrating the staffing planned by the
applicant to continue staffing for the MRI service.
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Position Title Existing Projected

FTEs FTEs Average Area-wide

2013 Year 1 Wage Average Wage
RT with SSMI paid MR training | 0.4 04 $15.50 $15-22**
RT/MR tech director 0.1 0.1 $23.00 $20-$25**
Total 0.5 0.5 $17.00 $15-$25

** Area-wide average wages are very rough estimates based on opinions and informal discussion.
There are no other office based scanners in our primary or secondary service areas, with whom to
compare, and we are unaware either of wages paid at other TN office based scanners, nor of data in
their regard separate from the aggregation of all Hospital and ODC based staff in available labor
statistical data.
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Attachments
Response to January 16
Supplemental Questions
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Attachment
Section A, Item 3 Part 1
Organizational Charts for ADI and Premier Radiology

hddie
Tennesses
Imaging, LLTC
db/a Premier
Radwology




Attachment

Section A, Item 3 Part 2

SUPPLEMENTAL #1

January 23, 2015
12:41 pm

List of all Premier sites that provide MRI services in TN

BELLE MEADE
28 White Bridge Pike Suite 111
Nashville, TN 37205

BRENTWOOD
789 Old Hickory Blvd.
Brentwood, TN 37027

COOL SPRINGS
3310 Aspen Grove Drive, Suite 101
Franklin, TN 37067

CLARKSVILLE
980 Professional Park Drive Suite E
Clarksville , TN 37040

HERMITAGE
5045 Old Hickory Blvd, Suite 100
Hermitage, TN 37076

MT JULIET
5002 Crossings Circle, Suite 140
Mount Juliet, TN 37122

MURFREESBORO
1840 Medical Center Pkwy SETON BUILDING | Suite 101
Mutfreesboro, TN 37129

NASHVILLE (Chatlotte Ave)
1800 Charlotte Avenue
Nashville, TN 37203

Saint Thomas MIDTOWN
300 20th Avenue Notrth, Suite 202
Nashville, TN 37203

Saint Thomas WEST
4230 Harding PIke Suite 220
Nashville , TN 37205

SMYRNA
741 President Place, Suite 100
Smyrna, TN 37167
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Attachment
Section A, Item 6
Tax Record

SUMNER COUNTY 2014 TAX NOTICE

Marty Nelson, Trustee www.sumnertn.org

355 Belvedere Drive N Room 147 Bill = Total Due
Gattatin, TN 37065 » (615} 452-1260 20088 £5.913.00
DIST MAP GP C-MAP PARCEL SP-INT CO CI Property Address
03 1260 & I13M 01900 00 83 278 570 HARTSVILLE PIKE
[ To aveld penalty and interest, taxes
5/ must be pald by March 2, 201S.
= (1L
— I"ll'll”'l‘|'|'lll'l""'lllll"lllIlll"lllIlll'l'l'l'l'll"l'l L
= §  wemenisisnmsssss e migIr e 3 58 o kY LA
= © GAUISCH THOMAS | . SR T |
S7TO HARTSVILLE PIKE V! ¥
B=  GALLATIN, TN 37066 AP (2

T

Make changes to .
address block above: Stnmer Caunty Tristos

SUMNER COUNTY 2014 TAX NOTICE

DIST MAP GP C-MAP PARCEL SP-INT co CcI Bill # Total 99'3
03 126D E 113M 019.00 000 083 278 29088 $5,913.00
Property Address
570 HARTSVILLE PIKE
Classification -
Commercial. e
Subdivision : T
: ] =1
SCHAMBERGER & ALLEN =~
Your cancelled check, along with your portion of this statement, serves a5 your Lot Block : .mf%
receipt. If a receipt is required, please encioss a seif-addressed stamped onvelope. e
i e : e Lnast I RISTER SR04
Your payment options are: =
® By mail: 355 Belvedere Drive W Room 107, Gallatin, TH 20060
Payment pastmarked atter March 2, 2015 must (nciude peralty

® A gur office, at that same address

®  Drive-thru window and payment drop bax available, at that same address

8 At participating local banks =

®  On-line at our vendor's website: www.s rtn.org *

®  Partial Payment Options'=
*See back of natice for details
To pay your taxes, make checks payable to: Sumner County Trustee

alty and interest, taxes must be psid by March 2, 2015.

To avol




Attachment
Section B, Project Description, Item II.E.
Vender quote
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General Eleclric Company

PO Box 414, Mimsukee. W! 63201040
www. gemedical com

Quotation Number: 52-C3618 V 1

Southern Sporis Medicine Altp: Cheryl Cleveland Dale: 05-27-2004
570 Harlsville Pike Administrator
Gallalin TN 37066-2450 570 Harlsville Pike

Gallatin TN 37066-2450

Goneral Eleciric Company, GE Medical Syslems, is pleased lo submil this Quotation for Ihe products described hereln, subject to the
enclosed Terms and Condilions of Sale for GE Medical Systems Produclts (F3730 9/03), and the foliowing:

» Terms and Condillons: ' Olher Terms and Conditlans may apply to cerlain products In (his Quotalion
(e.q., Accessories). Il applicable, such additional Terms and Condilicns are

also enclosed and will apply to he specified products,
The enclosed GEMS Consolidated Product Warranty (F37G5 8/03) will apply

«Warranly:
lo GEMS alagnoslic imaging systems. Other warranties may apply lo certain
products in this Quotation (e.g., Accessorles). If applicable, such additional
Warranties are also enclosed and will apply to tha specified producls,

+ Terms of Delivery: CIF

+ Quolalion Expiration Date: 06-15-2004

+ Billing Terms: 10% down / 70% delivery / 20% installation or first patient use

« Payment Terms: UPON RECEIPT

12 monihs from date of contract execution, subject lo increase 0.5% per

+ Contract Price Protection:
monlh after such 12 months period.

General Elaclric Company, GE Medical Systems

Submitted By: Agreed To By
James English Date Authorized Company Date

Sales Rep Representative

{ 8 l—a—[ Dﬁ( Please return lo your Jocal sales

Qg;ﬁg’;ﬁaﬁt’: lomer Dale representative

T homan L. GacisoimD

Print or Type Name

Q Wisd oo ex

Title ]

CUSTOMER
Agreed To By:

PO#

Naceptores %
wpot MRT Syste
etatlen on ifreswits g 2

jw

—haons +.FLJ\P1’\D C‘_N\’\‘“\ (\%QJ\T
m 1&:_)»1\3 M\)@\QD )
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Genecal Eleckic Company

@ OF Modcal Sysems
PO Bos €14, Midwaidae VA 33700 044
www gemedicsl com

Quolation Number: $2-C3818 V 1
QUOTATION
Qty Catatog No. Oescription
1 AHSAO0ES The E-Scan XQ Magnetic Resonance Imaging unit Is designed specifically for Imaging of the

extremities, (knea, shoulder, lower leg, ankie fool, hand, wilst, foraprm, elbow and a limited
populalion of hips due to ganbry size),

E-Scan XQ Magnet
The unique open magnet design Is based on many years ol advanced research and clinicol feadback
in the area of extramity imaging. ,

v Fleld sirength: 0.2T +/- 10%

. Type: Permansni

. Fleld Qrientation: Vertical

. Weightl: 3,792 1bs

+  Gradlent Strenght: 20mT/m

. Slew Rate: 25mT/m/ms.

2 Gradlent Risa Tine: .8 msec from 0 - +20mT/m
. 5G Line: Maximum 4'.3* (from Isocenter)

. Environmental: Internal Thermosialic Conrol System

E-Scan XQ RF System

The E-Scan XQ ganlry fealures a self-cenlering RF coll pesilioning system, Insuring the coll s alwilys
in the center of Ihe magnetic field. The cclls, except for lhe flexdble coll, are on a swivel base allowing
them lo rotate up fo 120 degrees lo accommedale any palient posiiion,

Preamplifiers integrated into the RF cails provide oplimal image quality.

. Cail Design: Dual Phased Array. Knee, Wrist and Ankle
Solencidal: Shoulder

*  RF Colls: Shoulder: (14,5x17.5x12.6 cm)
Knea: (14,3x16.0x18.3 cm)
Wrist: (11.9x7.2x28.5 cm)
Ankle: {14.5x10.0x20.2 o)
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General Electric Company

@ GE Medicel Systems
PO Box 414, Midwadies, Wi $3201.0404
wrw gemedcal com

Quatation Number: $2-C3818 V 1

Qly Catalog No. Description

. Max RF Power: 600W

. Preamplifiers; Inlegrated in each coll.

: Posiliohing: Padding set included providing comfartable patient posilions and restricling
movement.

.

E-SCAN XQfmage Display Syslem

The advanced technology plalform uses the Windows 2000 Professional operating system. The user
interface Is exiremely easy {o use allowing

current Windows users {0 learn the system quickly.

. CPU:; Penlium 11l
. Memory (RAM): 256 Mbyle
. Hard Disk: 20 GB - stores 130,000 and 256 x 256 images
. Image Archiving: 3 1/2%, 1.3GB
Re-writable Magneto-Optical Disk (MOD) stares up to 8,000 256x256 images.
. Re-writable CO ROM unit (standard 5 1/4" Disks) stores up to 5,000 256x256 Images
. Palient Mgmt: Pallent daiabase syslem tracks previous patients scans by disk number {(MOQ)

. Image Archiving: 3 1/2*, 1.3GB Re-writable Magneto-Optical Disk (MOD) stores up o 8,000,
256x256 images Re-wrilable CD ROM unit (standard 5 1/4” Disks) stores up ta 5,000, 256x256

Images
Paliant Mgmt; Patlent database system tracks previous patients scans by disk number (MOD)

. User Interface: Keybard and Mouse
. Operaling Syslem: Windows 2000 Professional
. Graphical (nterface: Windows

. $ignal Processor: Digltal 72 Mflops, 126 MB Mem
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General Electric Company

o
(ﬁ(% ' GE Medicsl Sysiems
PO Box 414, Milwaukes, W1 51201 3404

wyrw. gemadion! com

Quotation Nymber: $2.C3818 v |

Qty Calalog No Description

’ Conlrol Processor: 40 MIPS, 256KB Memory
¥ Reconstruction: 0.8 sec {par 256,256 Image)

. Image Format; DICOM 3.0
. Networking: DICOM 3.0 Storage, Media Exchange, Print and Worklist Managempnl

NOTE: Customers will be required 1o provide cabling, appropirate Interface devices and netwerk
connection from the E-SCAN XQ operalor console to the telaradiclogy/viewing locallon, Custoraor is
also responsible for all telephone, network and/or inlernet sevice provider charges. Conlact your
GEMS Orthopedics Sales Representalive for specific requirements and recommendations.

E-SCAN XQ JMAGING PARAMETERS

E-SCAN X@ has bean developed solely (o image extremities. By using standard MR imaging
sequarnces, datient 1hroughput is fast and efficient.

Pulse Sequences:

. Scout érlhogonai mull-plane (3 orthogonal axis)
- Spin Echo (SE)

’ Gradient Echo {GE)

* Mulliple Spin Echo (ME)

L Inversion Recovery (IR)

. STIR

. Turbo Spin Echo (TSE)

' Turbo Multiple Echo (TME)

. Half Spin Echo (HSE)

’ Half Fourier (HFE)
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Generat Electric Company
@ GE Medical Sywems

PO Box 414, Milwaukee, WI 53201 -0404

Wwww gemadical com

Quotation Number: $2-C3818 V 1

Qly Catalog No. Descriplion

' 3D Gradient Echo (GE3D)

. Turbo 30 (T3D)

Image reconstruction;
&

. 2D Fourler Transform

. 3D Foqriar Transform

Slice ll1|d<ne§s:

. 2D from 2.0mm to 10mm, 0.5mm Increments

+  3Dfrom 0.7mm to 10mm, 0.1mm Incrementls
i
Interslice Spacing

’ Conliguous slices available, system default

Slice Oriantation

L] Transvers

]
' Sagllta!
+  Coronal
. Oblique ang Double Oblique

Slice Packages:

’ Mulliple packages parallel

. TR independent fram the number of slices

Acquistion Matrix:
. 20 from 192x128 lo 256,256

. 3D from 192x128:x24 to 256:256x128
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General Electric Company
PO Bom 414, Miwaukes, W1 532010404

www gamedical Cont

Quotation Number: S2-C3818 V 1
Qlty Catalog No. Description
Resolution:

. Min: 0.4rmm

Fleld of View:

’ 100mm to 300mm, 10mm Increments
+  Displayed FOV; 14cm "

Number of Slices:

' 1-96

E-SCAN XQ Image Processing and Manipulation
The E-SCAN XQ provides powerful and easy fo use image manipulation tools.

Help: Tulorial on line
Mutti-tasking:

« Al operatins can be performed in parallel
» Indicator of background task (format, archlve, &t}

Exam Queue:

. Management and planning of scan queue for a complele examination

. Cuslornization of protocols with archiving

Poslioning:

. Visualize current image with geometrical references on the scout image
. Graphic Posilloning by using the mause

Quality Conlrol

. Real lime qualily indicator gives the user a clear indicalion abauf scan qualily wilh reference to
the chosen paramelers before slarting the scan

(mage Tools:
On single image or complele series:

. Window widihfleval
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General Electric Company
GE Medcal Sywterms
PO Box 414, Mowaukee, W1 533010004

www gemedcs com

Quolation Number: S2-C3818 V 1

Qty Calaiog No. Description
. Zoom
v Pen
. Clip
. Rotate’ )
. Mirror
. Measuremelns
. Distance
. Angle

. ROI {(manual, rectangular, oval) size, media
. Standard deviation
. Annolalion on images

Database functions
. Search-alphabetic, chronological, patient

v Sorl
. Archiving and export funclion for MOD and CD-ROM

E-SCAN XQ Siling Requirements

Tha E-SCAN XQ design makes the siling of the system cos! effective and very simple. Requldng no
special power or air conditioning the E-SCAN XQ can typically be placed in a room as small as
12'x12' (144 square feet). Custom site layouls, RF shielding solutions and sile planning supparl is
provided through the GEMS Orthopedics Installation Team.

Weights
. Magnet and Table weight: 4,519 Ibs.
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N General Electric Company
3(29) QE Medice! Systems
PO Box 414, Milwaukee, W1 532010404
wyw.gemedical com

Quotalion Number: $2-C3818 V 1

Qly Catalog No Description

J Operator Console: 331 ibs.

RF Shielding - Required

Power Requitement - 110VAC, #/-10% T16AMP Senvice

Power Consumption” 16KVA (0 8BKVA on stand-by)

Teiephone Line: A customer supplied and maintained dedicaled line Is required for the E-SCAN XQ

Remole Asslslance System.
1 H8700HP HOSPITAL GRADE PLUG
1 HBT0QKT MR Installation Kit
1 HB700PP Reclangle Position Pads
1 HB700WP 4 Wedges Posllion Pads
1 HB706MD 3-172 MAG QOPT DISK 640MB
1 E4502KA 1.5 KVA UPS - 120 Volt InputOulput ..R
1 H8705LM 18 Inch High Resolution LCD Monilor

High Resolutjon monitor for use with the
£-SCAN XQ and C-SCAN Exiremity MRI syslems.

1 H8700MM The Magnetic Compensation Module is a special device that aliows the installation of the E-SCAN in
siles where a MRI unil typically cannot be instalied because of the presenca of variations in the

external magnetic field.

This could be caused, for example, by metal masses moving nearby the magnet, such as an elevalor,
train ot by AC magnetic disturbances.

This device awids the need fo install expensive magnetic shiekding.

It l& composed of:

- a probe Whal takes measurements of the external magnetic noise, and

. a coil that compensates (he magnetc flucluations measured by the probe.

1 HB700RP Modular RF Screened Pavilion
The pavilion Is a modular RF enclosure
assembled on-gite. This “room within a room™
features an aluminum frame and wall paneis
with doal sliding access doors. The room
weighs approximalely 882 lbs. compleled and
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Ganeral Electric Company
GE Madical Systems
PO Box 414, Milwaukes, Wi §3201.0404

www.gamedical.com

Quotation Number: S2-C3818 V 1

Qty Calalog No. Description

provides 70 d8 of RF allenualion. It ig

appropriale for sites with ample room (syslem

Is 14 feet, 9 inches wide x 13 feet, 3 inches

deep x 8 Inches high) and low RF profiles
(maximum RF 70 dB mV/m). The floor holding

the pavilion éhould be finished to a flalness

of 1/4 inch over 10 feet, This room includes
Installation a;zd delivery. Buyer accepls
responsibility for all site modificalions,

permils and approvals, GEMS ORTHOPEDICS will
provide complele details to yaur architect or
builder. See the GEMS ORTHOPEDICS Sile Planning
Guide for details on this room.

1 HB706TA MRI Training 1 Day On-Sile

1 H8706TM Training for one qualified MR Technologlst in the use and operation of the E-SCAN XQ al lha GEMS
Orthopedics headquarters in Madison, Wi for an Initlal perlod of 4.5 days (8 hours per day, Monday
8:00 am through Thursday 5:00 pm, and Friday 8:00 am ta 12:00 noon). This uninlenupled training
provides hands-on scanning on an E-SCAN XQ system. Reasanable lravel and living costs ate

Included.

1 EB200E Codonics Horlzon Grayscale 14 Inch x 17 Inch
Film-Only Diagnoslic Jmager with DICOM Light
(2 Assoclations) .E

1 EB200F Codonics DirectVista Blue Film, 14 [nch x
17 Inch, 500 Sheets per Box ..H

Quote Summary:
Total List Price,

Total Discount:
Total Quole Selling Price;

$619,823.00
$204.832.93
$414,990.07

(Quotad prices do not rellect slale and Jocal taxes If applicable)

4 Yesr QuantaCare Service Conlract @ $120,000 if purchased wilh system.

“AB prOprees pEYMenis, including Ine dellvery portion. ere due to us prior to final system calibralion. We reserve the right 1o delay (insl system
cabtraion undi sil such puyments are received. If we incur sny coflection expenses for past due peyments, wa reserve (he right o charge you for such
sxperaes. up o [he amount of 10% of the past due payments, arkf you agree (o raimbursa us [or such expenaes.

We wifl acoept order changes up 16 S weeke prior |0 the scheduled armival dete (the expecied equipment delfvery dale) or within 3 business dayn sfier
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General Eiectric Company
GE Medical Systems

@ PO Box 414, Mitwaukee, Wi 532¢1.0404
www.garmedical.com

Quolation Number: $2-C3818 vV 1

we receive your order. We reaerve (ha right to dény ale change requests. If we accept [ate requests, delivery may be delayed.

ANY CONTRACT RESULTING FROM THIS QUOTATION WILL BE BASED SOLELY AND EXCLUSIVELY ON OUR TERMS AND CONODITIONS OF
SALE FOR GE MEDICAL SYSTEMS PRODUCTS AND OTHER TERMS AND CONDITIONS CONTAINED IN OR REFERENCED BY THIS
QUOTATION.

ITEMS ASSOCIATED WITH THE ORDERED PRODUCTS AND PROVIDED UNDER THIS QUOTATION WITHOUT SEPARATELY IDENTIFIED
CHARGE CONSTITUTE *~DISCOUNTS OR OTHER REDUCTIONS IN PRICE™ UNDER APPLICABLE FEDERAL LAW (42 U.§ C. 1320a-7b).

IT1S THE CUSTOMER'S RESPONSIBILITY TO!DISCLOSE SUCH “DISCOUNTS OR OTHER REDUCTIONS IN PRICE™ A5 MAY BE REQUIRED
UNDER ANY STATE OR FEDERAL PROGRAM WHICH PROVIDES COST QR CHARGE BASED REIMBURSEMENTS TQ THE CUSTOMER FOR
THE PRODUCTS QR SERVICES PROVIDED UNDER THIS QUQTATION,

FOR “NL* OR "NW™ PREFIXED CATALOG NUMBERED PRODUCTS, OTHER THAN "™NL521*, “NL$28™, ""NL531"" OR “NL538"", WE DO
NOT PROVIDE PRE-INSTALLATION OR EQUIPMENT PLANNING SERVICES, INSTALLATION, WARRANTY, SERVICE, PARTS OR
APPLICATION SUPPORT. "'FOR '€’ PREFIXED CATALOG NUMBERED PRODUCTS, THE SINGLE LETTER (A THROUGH Hy SHOWN AT THE
END OF THE QUOTATION DESCRIPTION INQICATES THE SERVICE CODE FOR THE PRODUCT. AN EXPLANATION OF Ti{IS CODE 1S FOUND
ON THE REVERSE $I0E OF THE ACCESSORIES WARRANTY INCLUDED WITH THIS QUOTATION.™

PRICES SHOWN IN THIS QUOTATION DO NOT INCLUDE TAXES WHERE APPLICABLE, THEY WILL BE ADDED AND SHOWN SEPARATELY
ON INVOICES AT TIME OF BILLING, IF YOU ARE TAX EXEMPT AND THIS IS YOUR FIRST ORDER WITH US, PLEASE REMIT A COPY OF
YOUR TAX EXEMPTION CERTIFICATE WITH YOUR ORODER.

IF THIS ORDER INCLUDES PRODUCTS MANUFACTURED 8Y GE MEDICAL SYSTEMS INFORMATION TECHNOLOGIES, INC. (““GEMS (T},
AN AFFILIATE OF GENERAL ELECTRIC COMF;’ANY, (A) GEMS IT WILL INVOICE YOU SEPARATELY FOR THE PORTION OF THE QUOTATION
PURCHASE PRICE ATTRIBUTABLE TO SUCH.GEMS IT PRODUCTS, PER THE SAME PAYMENT TERMS REFERENCED HEREIN, AND YOU
AGREE TO PAY GEMS IT FOR SUCH PORTIOﬁN OF THE PURCHASE PRICE, AND (B) UNLESS A SEPARATE GEMS IT WARRANTY IS
REFERENCED IN AND ATTACHED TO THIS QUOTATION, SUCH GEMS IT PRODUCTS WILL BE COVERED BY A 12 MONTH WARRANTY PER
THE TERMS OF THE GEMS CONSOLIDATED PRODUCT WARRANTY."
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Diagnostic Imaging

January 20, 2015

Melanie M. Hill, Executive Director

Tennessee Health Services and Development Agency
500 Deaderick Street, Suite 850

Nashville, Tennessee 37243

RE: Advanced Diagnostic Imaging’s request to allow the MRI services currently
provided by Southern Sports Medicine Institute to be continued following Dr.
Gautsch’s employment by ADI.

Dear Ms. Hill:

Advanced Diagnostic Imaging, P.C. (d/b/a Advanced Health Partners d/b/a
Southern Sports Medicine Institute) has sufficient resources available to fund all
costs required for the development and establishment of the project as set forth in
the certificate of need application. The funding needed for Administrative,
Architectural, Engineering, Construction, and Equipment costs appeats to be
approximately $625,000. Cash-on-hand will be used to fund this project.

If you need additional information, please contact me at 615-239-2039.

Sincerely,

vad

Mark Gaw
CFO

www.ADIradiology.com
28 White Bridge Road = Suite 111 ® Nashville, Tonnessee 37205 = Telephone: 615.356.3999
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HISTORICAL DATA CHART

Give information for the last three (3) years for which complete data are available for the facility or
agency. The fiscal year begins in _January (Month).

Year 2011 Year 2012 Year 2013
A. Utilization Data (Specify unit of measure) 636 720 723
B. Revenue from Services to Patients
1. Inpatient Services S - S -
2. Outpatient Services S 815,383 S 935,674 $1,135,395
3. Emergency Services $ = S - S =
4. Other Operating Revenue (Specify) S - S - S -

Gross Operating Revenue $ 815,383 $ 935,674 $ 1,135,395
C. Deductions from Gross Operating Revenue

1. Contractual Adjustments S 521,017 S 563,878 S 776,243
2. Provision for Charity Care ) 4,000 ) 4,000 S 4,000
3. Provisions for Bad Debt S 32,615 S 37,427 S 45,416
Total Deductions $ 557,632 $ 605,305 $ 825,659
NET OPERATING REVENUE $ 257,751 $ 330,369 S 309,736

D. Operating Expenses
1. Salaries and Wages ) 25,751 $ 51,567 § 46,236
2. Physician’s Salaries and Wages S - S - S .
3. Supplies S 887 S 861 S 135
4. T axes S 975 S 832 S 1,020
5. Depreciation $ 2 5 - 5 .
6. Rent S 5,042 S 5,042 S 5,042
7. Interest, other than Capital S - S - S -

8. Management Fees:
a. Fees to Affiliates S - S - S -
b. Fees to Non-Affiliates S 43,605 S 48,535 S 52,955
9. Other Expenses (Specify) See Attached ) 11,120 S 2,473 S 5,809
Total Operating Expenses $ 87,380 $ 109,310 $ 111,198

E. Other Revenue (Expenses) — Net (Specify)
NET OPERATING INCOME (LOSS) $ 170,371 $ 221,059 $ 198,538

F. Capital Expenditures
1. Retirement of Principal S S S
2. Interest $ - $ = § -
Total Capital Expenditures $ S S
NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES $ 170,371 $ 221,059 $ 198,538

25-R
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9. Discuss the project’s participation in state and federal revenue programs incm&?dﬂyscripﬁon of
the extent to which Medicare, TennCare/Medicaid, and medically indigent patients will be served by
the project. In addition, report the estimated dollar amount of revenue and percentage of total project
revenue anticipated from each of TennCare, Medicare, or other state and federal sources for the
proposal’s first year of operation.

Response: In 2013, 15.9% of the scans performed were for Medicare patients. 9.3% of the scans
petformed wete for TennCate patients insured by United Healthcare Community Plan
(Americhoice), the largest TennCare MCO in the region, the only TC MCO which Southern Sports
Medicine Institute has contracted with. Preliminary 2014 data shows slight increases in both at MC
17.7% and TC 11.6%. As a part of ADI, and its expanded number of contracts, including with
Amerigroup BlueCare, and TennCate Select, the number of TennCate patients that will utilize the
scanner will likely increase.

For the past 18 yeats, Dt. Gautsch and Southern Spotts Medicine Institute have provided
emergency orthopedic sutgical care to medically indigent patients whenever asked to do so as
specialists on call. Additionally, medically indigent patients are also seen at SSMI for elective
orthopedic cate through the Sumner County Salvus Center as one of its panel specialists. The
Salvus Center was established by physicians and several community leaders in conjunction with the
then, not for profit local hospital in Gallatin, in order to provide coordinated and comprehensive
care for the medically indigent of Sumner County. Setvices are provided for a small fee based on a
sliding scale and ability to pay.

Each of the participant providers provides discounted care in their specialty, with the community
hospital having agreed to provide MRI scans, among other discounted services, with interpretation
for $50 per scan. A few years ago, when the local hospital was sold and converted into a for-profit
facility, one of the Sumner County Commission's stipulations to that sale was a continuation of the
Salvus Center arrangement. Both Sumner County hospitals now participate in the program
similarly.

At present, virtually all medically indigent patients in Sumner County needing MRI scans obtain
them through this program at one of the four fixed whole body scanners. Charity scans have been
provided at SSMI as necessaty for those few patients who were unable to be scanned through
Salvus for some reason, ot could/would not patticipate in the Salvus Center. However, the Salvus
program is quite robust and therefore typically only about 4 charity scans per year have come to us.

Historical and Projected Service Payor Mix

Payor Source | 2013 SSMI Gross Year 1 Applicant’s | Year 1 Gross Revenue
Revenue Projected Gross by Payor Source as
(as a % of total) Revenue a % of total

Medicare 17.7% $270,692 17.7%

Tenncare 11.6% $177,403 11.6%

Managed care 10.3% $157,521 10.3%

Commercial 57.6% $880,896 57.6%

Self-Pay 0.5% $7,647 0.5%

Other 2.3% $35,175 2.3%

Total 100.0% $1,529,334 100.0%

10. Provide copies of the balance sheet and income statement from the most recent reporting period
29-R
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TRAUGER & TUKE
ATTORNEYS AT LAW
THE SOUTHERN TURF BUILDING
222 FOURTH AVENUE NORTH
NAsSHVILLE, TENNESSEE 837219-2117
TELEPHONE (615) 256-8585%
TELECOPIER (615) 256-7444

January 29, 2015

VIA HAND DELIVERY

Mr. Philip J. Grimm, MHA

HSDA Reviewer

Health Services & Development Agency
502 Deaderick Street, Ninth Floor
Nashville, Tennessee 37243

RE: Certificate of Need Application CN1501-002
Advanced Diagnostic Imaging, P.C. d/b/a
Southern Sports Medicine Institute
Dear Mr. Grimm:

This letter responds to the supplemental request for additional information on this
application. Enclosed is the original and three copies of the response to additional information.
Please date stamp an additional enclosed copy of these responses and return it to me.

Thank you for your assistance.
Very truly yours,
yron R. Trauger /L—q
BRT:kmn

Enclosures

Cc:  Thomas L. Gautsch, MD
Ryan D. Brown, Esq.



AFFIDAVIT

STATE OF TENNESSEE

COUNTY OF SL/WW

NAME OF FACILITY: A/‘B( 00/ é[q gmb Spg/g ‘[A_( (Qz;
[ vad A

{/E@M éf’«w'ﬁ,cgﬁer first being duly sworn, state under oath that | am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |
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January 27, 2015

Philip Grimm, MHA

HSDA Examiner

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9th floor,

502 Deaderick St.

Nashville, TN 37243

RE: Certificate of Need Application CN1501-002
Advanced Diagnostic d/b/a Southern Sports Medicine Institute

Dear Mr. Grimm,
Following is the addendum response to your January 16 set of supplemental questions:

Additional Information - Supplemental 1
12. Section C, Economic Feasibility, Item 4

Projected Data Chart -

Please identify the amounts budgeted in Operating Expenses pertaining to imaging
interpretation fees by radiologists.

Response: $134,505 and $135,246 in Years 1 and 2 respectively.

Historically and currently at SSMI, studies are read by non-affiliated Radiologists. For
commercially reimbursed studies, reading is billed to SSMI at a per study cost. The
Radiologists directly bill government plans that require it for the studies so coveted. After
approval, all studies will be billed “globally” by ADI to all payors. A fee for reading -- the
professional component — will be attributed to the “affiliated” ADI Radiologists reading
them, accounted as an expense to this care center.
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